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JUNE 1951 


TWENTY YEARS ON: A SURVEY OF THE THEORY 
OF THE MULTIPLIER 


In June 1951 it will be twenty years since the doctrine of the 
multiplier was first precisely and explicitly set forth. In his 
famous article, one of the great landmarks of economics and of 
the Economic JoURNAL, which published it, Mr. Richard Kahn 
made (I give his own words) “ no claims of originality.” It is, I 
think, only on a very narrow and impoverished definition of 
originality that this disclaimer can be accepted. Important 
advances in any branch of knowledge are almost necessarily 
founded on pre-existing, though perhaps vaguely formulated, 
ideas. The originality of those who make such advances consists 
in the power to imagine new structures composed of old ideas 
whose connectibility has not been recognised; and in the effort 
of mind by which they bring vague ideas to a sharp focus and 
give them precise expression. The idea that if out of a large 
pool of unemployed men, by a conscious and deliberate act, 100 
were drawn and given employment, so that a new steady stream 
of wages and profits, flowing directly from their activity, was 
added to the national income, further men might as a consequence, 
on certain assumptions, be spontaneously drawn from the pool 
and also given employment, had for long been vaguely mooted 
when Mr. Kahn wrote. Professor Austin Robinson may not have 
been the only one who, already in the early twenties, had in con- 
versation wondered why “if someone spent an extra pound, it 
did not put everyone into employment.” In 1929 Lord Keynes 
had based a plea for public works on ! an argument which groped 
for the multiplier analysis but failed to seize it. Under what 
assumptions the engagement of the first 100 men would of itself 
cause still others to be engaged; what determined how many 
these others would be; whether, or in what circumstances, the 
consequence of “ artificially ” providing employment for some of 
the unemployed would cause a steep or unlimited rise of prices ; 
and how, and with what consequences, the employment of the 
extra men could be financed were questions that no one, until Mr. 


1 Lord Keynes and Sir Hubert Henderson were joint authors of the Liberal 
pamphlet Can Lloyd George Do It? 
No. 242.—voL. Lx1. R 
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Kahn’s article appeared, had been able to answer. Mr. Kahn’s 
achievement, and that of Mr. Meade, whose contribution Mr. 
Kahn acknowledges on his first page, was to provide precise 
and sharp-edged tools by which all these matters could be dis- 
sected and an insight gained into the nature of the whole process. 
To have disentangled successfully so subtle, complex and elusive 
a skein of vague interrogatives, which till then had been felt 
rather than thought, makes Mr. Kahn’s article on ‘‘ The Relation 
of Home Investment to Unemployment ” one of the most original 
contributions of the last fifty years. Indeed, the strongest 
impression that a reader gets on re-reading the article after the 
two decades and the cataclysm of events and ideas that have 
intervened, is of its modernness and failure to grow obsolete. 
There is only one section, I think, that could nowadays be omitted 
without any loss except that of historical perspective, and that is 
Section IX, where Mr. Kahn sought to translate his results 
into the language of the Treatise on Money. But that Section 
gives me a pretext for beginning this survey with a glance at 
that whole body of interpenetrating theoretical contributions 
(not confined in their scope to the multiplier principle itself) 
to which the article belongs, some of them preceding and some 
following it, and together showing how a mountain was moved 
by the combined tunnellings of several theorists, none of whom 
at the time could see where he was going or realise the extent of 
the landscape that would be revealed. 

The Treatise on Money, as Mrs. Joan Robinson pointed out in 
one of the contributions ? I have spoken of, aimed in the first 
place at explaining the general level of prices, because changes in 
this level were thought to govern profits, and these in their turn 
to induce or discourage productive activity and the giving of 
employment. The explanation of the price level of goods in 
general (as distinct from the relative prices of particular goods, 
which was the subject-matter of marginal utility theory) was 
sought in those days in the Quantity Theory of Money, and it 
was the failure of Lord Keynes’s titanic efforts to wrest and 
hammer that theory into an instrument fit for his purpose that 
really cleared the way for the invention, by himself and others, of 
something radically different and superior. 

1 Economic Journal, No. 162, p. 187, footnote. Mr. Kahn says that the 
second half of his article was ‘‘ fundamentally based” on unpublished work by 
Mr. J. E. Meade. Mr. Meade’s contribution was the equality, ex post, of saving 
and investment. See below, pp. 243-4. 


2 “The Theory of Money and the Analysis of Output,” by Joan Robinson, 
Review of Economic Studies, Volume I, No. 1, October 1933. 
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A main element in this new invention was the (short-period) 
supply-curve of consumption-goods in general,’ which we find in 
the literature for the first time, so far as I know, in Mr. Kahn’s 
article. By that simple device Mr. Kahn solved the problem of 
whether and when a policy of public works would cause “ in- 
flation,”’ would raise prices, and when not. For if the supply- 
curve is flat in some neighbourhood of the prevailing situation, 
that is to say, if ““ goods in general ” are in perfectly elastic supply, 
even in the short period, how can an increase in their output, 
from whatever source may come the causal increase in demand, 
be accompanied by a rise of prices? Now the supply-curve of an 
individual good had been a familiar tool for many decades, and 
Marshall had shown that when the marginal cost of production of 
a commodity is uniform for all levels of output, price will not be 
altered by a strengthening * of demand. How had this idea 
escaped application to the case of general output? Simply be- 
cause all economists had till then been taught from the beginning 
of their studies that economics is the science of the best adaptation 
of scarce means to rival ends. The supply of a single good could 
be elastic in response to price, because a strengthening of demand 
would enable its producers to bid resources away from other lines 
of production. But how could the supply of all goods at once be 
elastic? Even the existence of millions of unemployed did not at 
first bring home to economists the realisation that, in a depression, 
physical means of production are not scarce. 

Three at least of the tributary streams of thought which, 
gaining limpidity upon their way, flowed ultimately into the 
General Theory, had their source in Mr. Kahn’s article. The 
second of these was the ex post equality of saving and investment. 
In the article this appeared as Mr. Meade’s relation. There we 
have already the explicit statement that a programme of public 
works (or any other net addition to the investment-flow) will 
finance itself : 

“ The argument will apply (Mr. Kahn says in his opening 
sections) to any net increase in the rate of home investment 
. it will be demonstrated . . . that, pari passu with the 


1 The idea of a short-period supply-curve of investment-goods in general, 
which by the positive slope that it must evidently have beyond some particular 
output, explains how the marginal efficiency of capital can be supposed to respond 
immediately to changes in the interest-rate, was invented by Mr. Meade, and 
published in his The Rate of Interest in a Progressive State in 1933. This book is 
another piece of the literature that future archeologists of thought will find 
embedded in the foundation-stone of the General Theory. 

2 Here I use the expression strengthening of demand, as I have for many 
years, as a shorthand for upwa.d shift of the demand-curve. 
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building of roads, funds are released from various sources at 
precisely the rate that is required to pay the cost of the 
roads.” 


Mr. Meade’s relation was the following : 


“Cost of investment = saving on the dole + increase in 
excess of imports over exports + increase in unspent profits 
— diminution in rate of saving due to rise in prices.” 


Reading this formula, one has the curious feeling that Mr. Kahn 
and Mr. Meade were like two men who have struggled to the top 
of a mountain pass, only to collapse exhausted without glancing 
at the prospect they have opened up. It speaks of “ unspent 
profits” and of a “rate of saving” as though of two distinct 
things. To distinguish two different influences or tendencies 
working on a single magnitude is, of course, perfectly legitimate ; 
but had they chanced to begin with a closed system, as would 
perhaps have been logically better though less practically relevant 
and interesting; and had they gone down still farther towards 
basic essentials by assuming away the dole; then would they not 
have made it clear that their remaining two items amounted 
simply to the net change in the aggregate rate of saving of all 
people taken together, whether profit-receivers or wage-earners ? 
It was left for Professor Jens Warming of Copenhagen, in a very 
remarkable article 1 which has not received, I think, the recogni- 
tion due to it, to press home the essential point : 


“He who saves passively fails to employ, for example, 
tailors; if then some other person borrows the money and 
employs engineers, there is equilibrium between the positive 
and the negative side of the saving. But if neither tailors 
nor engineers are employed, it is likely that somebody else will 
save less * and thus counterbalance the original saving.” 


And again: ‘“ When nothing is invested, no net saving can 
exist.” 


And: 


“When a house is built, somebody’s property must have 
increased in value to an equal extent during the same time; 
either the owner’s property or his creditors’; that means, 
somebody must have saved.” 


The fact that net investment can only increase by a given 
amount if income increases sufficiently for the saving done out of 


1 “ International Difficulties arising out of the Financing of Public Works 
during a Depression,” by Jens Warming. Economio JouRNAL, June 1932. 
2 Italics in the original. 
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the extra income to be equal to the extra net investment is, of 
course, only another way of expressing the multiplier principle. 
That principle, explicitly formulated, is the third of the tributary 
streams I have referred to, and to it we can now turn in earnest. 
Mr. Kahn did not, I think, set himself consciously to add a 
new tool to the economic analyst’s outfit, but rather to work out 
the principles for solving a practical problem. This he thought of 
as essentially a problem in “ comparative statics,” a problem 
involving the comparison of two states of affairs, each of which is 
thought of as persisting unchanged through time, except for the 
transition from one to the other, which transition is not itself the 
object of attention, and plays a merely formal part in the analysis. 
If, then, in a closed system, two such states differ in the pace 
of net investment, that is, in the net time-rate at which the equip- 
ment (the houses, shops, schools, factories, transport systems, 
farms, etc.) of the system as a whole is being improved or extended, 
to what extent will they differ in total net time-rate of production 
of all goods whether for consumption or for extending equipment ? 
We may consider, if we like, two countries, each isolated from 
all others, similar, at the moment when we observe them, in regard 
to the numbers, tastes and abilities of their populations, and in 
their material possessions and equipment, but differing in that in 
one of them net investment is running at £1,000 million a year 
while in the other it is running at £1,050 million a year. What 
difference between their respective national incomes will be 
associated with this difference of £50 million a year between their 
respective time-rates of net investment, that is, of net growth of 
equipment? To ask for the ratio of these two differences, the 
difference of incomes in relation to the difference of investment- 
speeds, is to put the question in the form in which it has become 
familiar to us in the literature subsequent to Mr. Kahn’s article, 
and especially in the work of Lord Keynes, who named this ratio 
the multiplier. Mr. Kahn’s own original question, however, was 
not in terms of value-streams, income and net investment, but in 
terms of employment. The difference between these two ques- 
tions, or forms of what is essentially the same question, can be 
compared to the difference between the two questions: How 
many kilowatts of electric current are being used at some given 
moment to light a certain room? and: How many electric-light 
bulbs are in operation at that moment in that room? Mr. Kahn 
wrote : 
“ The increased employment that is required in connection 
actually with the increased investment will be described as 





THE ECONOMIC JOURNAL [J UNE 


the ‘primary’ employment. ... To meet the increased 
expenditure of wages and profits that is associated with the 
primary employment, the production of consumption-goods 
is increased. Here again wages and profits are increased, and 
the effect will be passed on, though with diminished intensity. 
And so on ad infinitum. The total employment that is set 
up in this way in the production of consumption-goods will 
be termed the ‘ secondary ’ employment.” 


Mr. Kahn’s definitions of primary and secondary employment 
give us, as the definition of what Lord Keynes afterwards called 
the “employment multiplier,” the ratio : 


primary employment + secondary employment 
primary employment ‘ 





The relation between the investment multiplier, which compares 
income measured in money-units of changeable purchasing-power 
with investment measured in those same units, and the employ- 
ment multiplier just defined, is explained by Lord Keynes in 
Chapter 10 of the General Theory. The possibility of an appreci- 
able difference in their numerical values arises from the possi- 
bility that, in the initial state of affairs, the elasticity of supply 
of investment-goods in general may differ from that of con- 
sumption-goods in general, and from the possibility that the ratio 
of the investment-stream to the stream of output as a whole, in 
the initial state of affairs, may be widely different from that of 
the “‘ marginal ” or incremental streams with which the multiplier 
principle is explicitly concerned. For if we imagine a supply- 
curve of investment-goods and a supply-curve of consumption- 
goods, any “ initial situation ’’ will be represented by two points, 
one on each of these curves. The shapes of the curves, the 
location on them of the initial points and the respective distances 
of the mutually-associated movements along them which occur 
when there is a transition to a larger investment-stream may be 
such that a smaller or larger proportion of, say, the incremental 
investment-stream is accounted for by a rise of prices than is the 
case with the incremental consumption-goods stream. For if the 
supply-curves are taken to be short-period supply-curves, in the 
sense that greater output can be obtained only by applying more 
labour to a given outfit of equipment, and if as may then reasonably 
be supposed the curves are upward-sloping,! and if price is pro- 
portional to the wages-cost of the marginal unit of output, then 
plainly, for each of the two kinds of output, money-value of out- 


1 So that greater outputs are associated with higher prices. 
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put will rise in a larger ratio than will the numbers of those em- 
ployed in making that output. But this ratio need by no means 
be the same for both kinds of output. Thus we have the possi- 
bility of a difference between the investment multiplier and the 
employment multiplier. 

The true importance of Mr. Kahn’s article consists in the 
central and fundamental contribution it made to the General 
Theory; and the interpenetration of his and Lord Keynes’s 
thinking is apparent in details which assume a sudden historic 
significance when we re-read the article and the General Theory 
side-by-side. Such for instance are the assumption, on p. 175 of 
the Economic JourRNAL, that “‘ money-wages are not raised as a 
consequence of the reduction in unemployment ” and the defini- 
tion, on p. 15 of the General Theory, of involuntary unemployment 
as a state of affairs where the elasticity of supply of labour in 
terms of money-wages is infinite. The proximate purpose of the 
article, however, was to explode the objections currently raised 
against public works as a cure for unemployment, and much of its 
space was in consequence taken up with matters which lie some- 
what outside our theme. That purpose gives the article some of 
its modernity: for those objections rose partly from a fear 
(astounding though it seems, when we compare 1931 with 1951) 
that public works would have inflationary effects; and Mr. Kahn 
was at pains to point out that the price-effects could not be serious 
unless employment was so much increased as to bring us on to a 
steeply-rising part of the supply-curve of consumption-goods. 
For his formula he assumed, indeed, that consumables as well as 
labour were in perfectly elastic supply with respect to their 
money prices. Let us do so at first. 

Out of the total stream of extra wages, profits, etc., generated 
in a closed system through the employment of one thousand extra 
men on net investment, let k be the proportion spent on con- 
sumption-goods. Consumption-goods being, we have assumed, 
in perfectly elastic supply, an extra flow of them, corresponding 
in amount at unchanged prices to the extra spending, will be 
provided through the employment at unchanged money wage- 
rates (labour also being in perfectly elastic supply) of k thousand 
further men. The consumption-spending of these latter will call 
for the engagement of k? thousand still further men and so on. 
When all is said, the placing in employment of one thousand extra 
men on net investment will have required the placing in employ- 
ment of k+ k®?+k%+ ... thousand extra men on making 
consumption goods, so that altogether the numbers of extra men 
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placed in employment will be 1 +k + k? + k® + .. . thousand, 





Provided k is less than unity, this series converges to i ~ E and 


this is the employment multiplier. The assumptions of perfect 
elasticity of supply of both labour and consumables here ensure 
(less restrictive assumptions could equally ensure it) that the 
employment-multiplier and the investment-multiplier are 
numerically equal; indeed, the former has been obtained by what 
is in effect a calculation of the latter. 

This is the bare bones of the multiplier principle. Its sim- 
plicity and “ obviousness” are illusory. As soon as we begin 
to ask how far in the analysis of practical affairs and concrete 
situations it will carry us; how it can be statistically tested and 
measured; what the relaxation of simplifying assumptions in- 
volves; and what are the deeper parameters of the system which 
ultimately determine the ratio; we are confronted with a list of 
exceedingly subtle and intricate questions, which a great many 
authors have spent much time and labour in seeking to unravel. 
These questions are, I think, as follows : 


1. The ratio k measures a characteristic of the body of 
consumers all taken together as one whole. But decisions 
about spending income on consumption are taken by in- 
divicuals,! and behind k, the “ propensity to consume ” of 
the whole system, there must lie the individual propensities. 
By ascribing to any individual some “ propensity to con- 
sume ” we mean that out of a given income, or a given small 
increment of a given income, in given circumstances, he will 
decide to spend such-and-such a proportion on consumption- 
goods. What, then, is this “‘ given ” income on which his 
decision is based? Is it the wages or profits he actually 
received in the just-elapsed unit time-interval? But in that 
case does he never make any concession to his hopes and fears 
regarding the next and other future intervals? Is it the 
wages or profits he expects to receive in the interval on whose 
threshold he stands? But if so, in what sense is this income 
“given”? And above all, what happens if his expectations 
are disappointed ; if he receives more or less than the amount 
which his spending-decision assumed? What if the simul- 
taneous income-estimates of many or most individuals are 
pervaded by an inherent bias, changing in direction with 
change of external circumstances? My estimated income 


1 Within the meaning of “ individual ” we can include “‘ the members of a 
household in consultation with each other.” 
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no doubt governs my spending, but will not the spending of 
others influence my future estimations of my income? What 
part should such considerations play in the theory of the 
business-cycle ? 

2. Assuming, however, that we can answer question 1, 
either by resort to the argument of “ large numbers ” (which, 
however, can scarcely be legitimate when we consider that 
individuals must inevitably be influenced in forming their 
income-expectations by many factors in common) or in some 
other way, how do we aggregate the individual propensities 
into the “propensity to consume” of the whole body of 
consumers? It must plainly be by a weighted average using 
the sizes of the individual incomes as weights. The dis- 
tribution, therefore, of a given aggregate income affects the 
proportions in which it will be divided between consumption- 
spending and other disposal, and we have to ask in what 
contexts it will be legitimate to assume that any given 
aggregate will be composed of a unique set of individual 
incomes. There are evidently important contexts in which 
it will not be safe to say that because, in two situations, 
aggregate income is the same, therefore aggregate consump- 
tion-spending will be the same in both. 

3. But again, does the proportion of his income that an 
individual decides to spend on consumption really depend 
so predominantly on the size of that income that other in- 
fluences can be neglected? Quite apart from the possibility 
of -hange in such circumstances as the numbers of his de- 
pendents, regarding which, for the system as a whole, it will 
be legitimate in a reasonably short period to resort to “ large 
numbers,” there are elements that can change too rapidly to 
be excluded by any shortening of the period, without render- 
ing the multiplier useless for any practical analysis. Such 
is the market-value of a person’s Stock Exchange securities. 
When Consols drop 10, 20 or 30 points in a few months or a 
year or two, this must surely affect the readiness to spend of 
those who held them; and here any “ large numbers ” argu- 
ment is plainly out of the question. Change in the level of 
income (whatever means we adopt to make “income” an 
operational concept for our purpose) may be so great and so 
rapid that consumption habits and legal commitments 
cannot be at once adjusted. Do we, in fact, need a “ con- 
sumption-function ” including some other independent 
variables besides income ? 
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4. By his direct and practical approach Mr. Kahn avoided 
entanglement in a question which has since been much 
debated : is there what Lord Keynes calls a “ logical theory 
of the multiplier, which holds good continuously, without 
time-lag, at all moments of time,” 1 or must we think of the 
multiplier doctrine as describing a process which advances 
stage by stage in a temporal succession and requires an 
appreciable time-interval for its full working out? Lord 
Keynes’s answer, and the one for which I shall argue below, 
is that there is no conflict between these two conceptions. 
The issue can be evaded by saying explicity, as I did above, 
that we are studying a question in comparative statics; and 
this is, I think, what Mr. Kahn in effect does in the second 
footnote to p. 183 of the JourRNAL. But comparative statics 
is a fragile and limited tool, and the character of the temporal 
process is quite fundamental if the multiplier is to be in- 
voked in business-cycle theory. 

5. But the great temporal process relevant to business- 
cycle theory involves far more than the pure multiplier 
principle. If the pace of net investment in the system 
proximately governs the system’s aggregate income, does 
not aggregate income, by its size and especially by its changes, 
react upon net investment? It is in this context that the 
multiplier idea acquires all its power and all its difficulty. 
How, if we wish to measure the multiplier, are we to sort out 
the various time-lags? How can we know, when income and 
net investment have both increased between two dates, how 
many times during that interval the shuttle of mutual in- 
fluence has flown to and fro? Which increment of income 
are we to link, as regards date and therefore size, with which 
increment of net investment, and which increment of net 
investment are we to link with which increment, or which 
acceleration of growth, of income? Are not the “ dis- 
tributed lags ’’ involved likely, indeed, to be so complicated 
and so much interwoven as to render impossible the statistical 
measurement of the multiplier from time-series? Does this 
objection apply only to the comparison of momentary states 
at dates not widely separated? Would it perhaps be safe to 
compare the averages of a five- or ten-year period with an 
equal period twenty or fifty years later? Here there are other 
well-recognised troubles : the longer the time, the more restive 
and uncontrollable become the impounded “ other things.” 

1 General Theory, p. 122. 
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6. Time-series, however, are not the only statistical means 
available. Family-budget data collected all at the same 
date from families in a ladder of income-brackets have also 
been used, and have given results different from those 
obtained from time-series for the same country.1 How can 
such differences be reconciled ? 

7. Discussion has nearly always tacitly assumed that the 
propensity to reduce consumption in face of a decrease in 
income is equal to the propensity to increase consumption in 
face of an increase in income. But what of habits, com- 
mitments and the time required to adjust plans to a new 
situation? When income falls after a very short stay at a 
higher level, will the reaction be the same as when it falls 
from a level it has held for a long time ? 


By a person’s propensity to consume we mean a schedule 
assigning to each hypotheiical level of his income the correspond- 
ing level of his consumption-spending. As a tool of comparative 
statics this notion offers no difficulty : one state of affairs which 
we suppose the person concerned to look on as unchanging in past 
and future is compared with another such state, these states being 
alternative hypotheses not temporally related to each other: the 
question whether we mean by the person’s income his experienced 
income of the immediate past or his expected income of the 
immediate future does not arise, since they are equal. As soon as 
we allow him to suppose, on December 31, that the number of 
shillings that will compose his January income can differ from the 
number that composed his December income we have to ask 
whether the number of shillings that, on December 31, he decides 
to spend in January on consumption will be related in his mind to 
the number he did receive in December or to the number he expects 
to receive in January. Although we speak here of a finite in- 
terval, choosing a month because months have names, what is 
really in question is a pair of time-rates each expressed as so-and- 
so many shillings per unit of time. Surely the income-magnitude 
most relevant for deciding on a time-rate of consumption-spending 
will be the magnitude concerning identically the same time- 
interval. When the econometrician introduces “ lagged ” income 
into his consumption-function what he is really concerned with is 
either pace of change of income or else a stock of wealth accumulated 
over time. Both of these may be highly relevant, but the pro- 

1 See William Fellner, Monetary Policy and Full Employment, University of 


California Press, 1946, and James S. Duesenberry, Income, Saving, and the 
Theory of Consumer Behaviour, Harvard University Press, 1949. 
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pensity to consume is itself a relation between the two rates of 
flow, not between one of these rates and the acceleration of the 
other, nor between one rate and an integral over time of the other. 
To the first part of question (1), then, I suggest we must answer 
that intended consumption-spending, in so far as it depends on 
income, is proximately a function of expected income. 

Supposing the viewpoint or “ present moment ”’ to be at 
December 31, let us add together for all individuals the number 
of shillings that each expects to receive as income in January, and 
call this the aggregate expected income, Y,, of the economy for 
January. Individual propensities to consume being given, there 
will correspond to this aggregate Y, a determinate number 
C, = C,4(Y,4) of shillings which the individuals all taken together 
will decide, at December 31, to spend on consumption during 
January. If in a closed system the aggregate realised income Y>p 
of any month is equal to the number C> of shillings actually spent 
on consumption in that month plus the net number E> of shillings- 
worth by which enterprisers all taken together have in that month 
augmented or improved their equipment, and if for our imme- 
diately-future month of January we assume that consumption- 
intentions will be successfully executed so that Cp = C4, and also 
assume that realised net investment Hp will prove equal to 
intended net investment H,, and if we take the latter as given, 
then there will be some level C's of consumption-spending which 
will just bring realised aggregate income Yp to equality with 
expected aggregate income Y,. Now if Cy, is greater than Cs, 
Y>p will be greater than Y,, and it is plainly likely that on January 
31 expected incomes for February will be set higher than they 
would otherwise have been, and probably at a higher time-rate 
than those expected, on December 31, for January. A cumula- 
tive process in which Y> is larger month by month can thus be 
easily imagined to start. If C, is less than Cs the consequence 
could correspondingly be a cumulative process of contraction. 
In either case we should, of course, have to make some assumption 
about the reaction of net investment to the successive changes of 
Yp and (Cp, and the most obvious one is that its reactions would 
be such at first as to reinforce the cumulative expansion or con- 
traction of economic activity. Plainly an unlimited variety of 
models could be constructed by varying and adding to the 
assumptions about the effects of expectations on decisions and of 
outcomes of these decisions on subsequent expectations, regard- 
ing both consumption and investment, but that is outside the 
scope of this survey. In answer to the second part of question 
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(1) we can surely say that the Propensity to Consume ought to 
have an important place in any business-cycle theory. 

Before we consider what the assumptions of the foregoing 
argument involve, let us notice what it is that the satisfying of the 
condition C, = Cg ensures. It ensures that in the aggregate 
income expectations will not be disappointed. It does not 
ensure that individual income expectations will be fulfilled, and 
it is evidently conceivable that equality between C, and Cs will 
come about by the off-setting of unpleasant against pleasant 
surprises. If the group of individuals who experience larger 
incomes than they had expected are on the whole more sensitive 
to such surprises, or operate on a larger scale, than those who 
experience unpleasant surprises, then a cumulative expansion 
may be started even when C4 = Cs; and vice versa. Nor does 
the satisfying of that condition ensure that January’s realised 
income will correspond to full employment or to any other 
particular level of employment. It means merely that relations 
amongst the triad of aggregate ex ante variables, intended net 
investment H,, intended consumption-spending C4 and expected 
income Y,, are in harmony such that Y4 = C4 + Hy, and thus, 
since on our assumptions there is an identical quality Yp = C4 + 
E,, that Yp= Y,. There is no reasonable apologetic for the 
assumption of identical equality Y, = C4, + H,4, for no in- 
dividual can know the intentions of all other individuals, and 
Y, = C4 + EH, would require all individuals to harmonise their 
plans in advance in a Hayekian equilibrium. In a system where 
we do not abstract from uncertainty there is no guarantee that 
when the doings of January are looked back on from January 31 


the record will show that the realised ratio = 
P 


spending to income has turned out equal to the propensity to 


of consumption- 


consume 3 Some critics have said that the use made of 
A 


propensity to consume in the General Theory confuses ex post with 
ex ante concepts. This has justice only in the sense that Lord 
Keynes does not discuss the possibility that oe may not equal Le : 
P A 
that, in fact, he keeps within the frame of comparative statics. 
An argument in terms of comparative statics cannot indicate the 
possibilities discussed above, for by its nature it cannot dis- 
tinguish meaningfully between past and future, between ex- 


1 See F. A. Hayek, ‘Economics and Knowledge,” Economica, February 
1937, 
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pectations and intentions on the one hand and outcomes on the 
other hand. 

Now the foregoing argument will not be interesting and 
significant unless we use income to mean the value of net output. 
Net investment must therefore comprise not only the net growth 
and improvement of durable equipment but also changes in 
inventories. And we have assumed that the amount of net 
investment intended, at December 31, to be done during January 
will at January 31 have been actually done, and that intended 
consumption-spending for January will likewise be exactly 
carried out. We are thus assuming that producers either cor- 
rectly foresee the consumption-spending of January or that they 
respond to it with negligible time-lag; and in the latter case, that 
they adjust any change of consumable output to exact equality 
with the change in consumption-spending. Neither of these two 
main assumptions is realistic, and we must seek some more plausible 
account of the process of reaction. This brings us to question (4). 

The view of the multiplier mechanism as a process requiring 
time to reach its full effect, and the view of it as an expression of 
tastes, or potential reactions, existing at an instant, are not in 
conflict. The multiplier process can be looked at as something 
recorded or as something foreseen, it can be looked at ex post or 
ex ante, but the instantaneous multiplier is necessarily ex ante and, 
since it can involve the expectations or potential reactions of 
different combinations of groups of people, it is not unique. 

There are, I think, at least two concepts of the instantaneous 
and two of the process multiplier. The income-receivers’ in- 
stantaneous ex ante multiplier is connected with the marginal 
propensity to consume, which is a relation between ex ante 
magnitudes, by a trivial manipulation. If AY, is the difference 
between two hypothetical levels of Y, the aggregate of the in- 
comes expected by income-receivers, and if AC, is the difference 
between the respective corresponding levels of their aggregate 
intended consumption-spending, then since we have identically 
AY, = AC, + ALY, — C4], that is, 

Pa. i eit 1 
a, ee 
AY, 


and since we assume that C’, is a function of Y,, we have 


AY, 1 


—_ AC 4( Y4)’ 


MY, —C,] * 





AY, 
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or in words : the ratio of the difference between two levels of the 
aggregate of the incomes expected by income-receivers to the 
difference between the corresponding levels of their aggregate 
intended accumulation is the reciprocal of the excess of unity 
over their marginal propensity to consume. If in this identity 
we replace A[Y, — C4] by AE, the difference between two 
hypothetical levels of the aggregate of enterprises’ intentions for 
net investment, the identity above becomes a conditional equation 


AY, _ 1 
AE, ~ | _ ACa(Y¥a) 
AY, 


which expresses the condition of multiplier equilibrium, that is to 

say, the harmony, on the macro-economic level, of the expecta- 

tions and intentions of income-disposers as such with the net- 

investment intentions of enterprisers.1_ The reader will perceive 
AC4( Ya) 


that while AY,  ©Xbresses a functional connection, viz., the 
A 


marginal propensity to consume, the expression Ys 


AE, 
the foregoing equation of multiplier equilibrium, a function but 
a mere fraction: we cannot regard enterprisers’ intentions as 
depending on income-disposers’ (simultaneously-held) expectations ; 
we cannot, that is to say, meaningly write EH, = E4(Y4). 

Of the two process multipliers, one, the ex post multiplier, is 
the ratio of a recorded difference of income levels to the associated 
difference of net investment levels. If the latter difference is 
regarded as in any sense the proximate cause of the former, it 
must surely be accepted that there is some conceptual lag greater 
than zero, however short it may be, between the occurrence of the 
two changes. Otherwise we should have to admit that the 
proximate cause was really not the occurrence of a change of level 
of net investment but the expectation of this change. To say 
this, however, is not to grant what some writers have contended 
or implicitly assumed, viz., that the infinite convergent series 
1+k+k?+ ..., referred to on p. 248 above, represents a 
temporal sequence of stages with a lapse of one “ income receipt 
interval ” (e.g., if all income-receivers were paid weekly, one week) 
between the attainment of one stage and the attainment of the 
next. For a man who has been unemployed and is re-engaged on 
a Monday will not wait until Saturday before he increases his 


is not, in 





1 See G. L. S. Shackle, The Multiplier in Closed and Open Systems. Oxford 
Economic Papers, First Series, No. 2. 
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consumption. Knowing that he is now in work, the local shop- 
keepers will give him some extension of credit. ‘Their own in- 
comes will thus increase before the re-employed man gets his first 
pay-packet, for it is the act of rendering service which creates 
income for the shopkeeper at the moment when he performs this 
service; the settling of his account is merely, as Professor Bould- 
ing has explained,! the exchange of one asset (debts receivable) 
for another (cash). The pace at which the multiplier can run 
through the terms of the infinite series depends ultimately on the 
speed with which knowledge or belief can be created and pro- 
pagated. A group of income-receivers whose output (and there- 
fore income, in the true sense +) increases know of this from the 
moment of its occurrence, and are likely to act accordingly ; those 
immediately affected by those actions may, indeed, take some 
little time to appraise the increase in their own incomes (again in 
the relevant sense, of an increase in the instantaneous time-rate 
of output, or of input into the general productive machine), but 
they certainly need not wait for the lapse of an entire “ income- 
period.” 

A sophisticated observer who sees net investment increase 
may express the consequence he expects from it as an ex ante 
process multiplier. No further elaboration here is needed. 

Although Lord Keynes did not distinguish between ex ante 
and ex post multipliers, he did distinguish between an instan- 
taneous and a process multiplier, and on pp. 122-5 of the General 
Theory he explained the relation between them. Let me try to 
express the substance of those pages within the framework 
developed above. Net investment actually effected in January, 
Ep, depends on the intentions in mind at December 31 not only 
of enterprisers but also of consumers. If the intentions of enter- 
prisers on December 31 regarding the quantity which they will 
produce during January of each kind of good (whether they mean 
it to count as part of consumption or as part of net investment), 
and their intentions regarding the price to be charged for each 
kind of good, and the intentions of income-receivers regarding the 
number of shillings they will spend on consumption during 
January, are all executed according to plan, then net investment 
ex post, Ep, will come out as the resultant of all these sets of 
decisions and need by no means be equal to Z,. But if it is 
smaller than E, this fact (since consumers do not buy looms or 
locomotives) will largely reflect a shrinkage in inventories of 


1K. E. Boulding, A Reconstruction of Economics. John Wiley and Sons, 
New York, 1950. 
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finished consumers’ goods. When on January 31 the enter- 
prisers note this reduction they will presumably set their planned 
output of consumables for February at a time-rate intended to 
meet consumption-spending (for which they will assume a higher 
time-rate than they did for January) and to begin to restore, or 
more than restore, inventories to their former level. Having 
under-estimated, on December 31, the quantities that consumers 
would buy at the prices set for January, the enterprisers may 
decide on January 31 to raise prices for February above their 
January levels. This may shift downwards individual schedules 
of propensity to consume. So far as Y, (expressed as a time- 
rate) is higher for February than for January, as is likely, this 
increase may well be due mainly to the raising of enterprisers’ 
expected incomes, which, so far as they fall in upper income 
brackets, may be subject to less-than-average marginal propensity 
to consume. All these effects will in themselves tend to bring 
about, in some subsequent month, a harmony between expected 
and realised magnitudes, making Hp = LH, and Yp= Yy. But 
in suggesting that such forces would in fact rapidly restore such 
harmony, or that they might even keep it continually in being, 
Lord Keynes was leaning heavily on his “ comparative stat‘cs ”’ 
framework and entirely neglecting induced investment, which in 
the most recent Trade Cycle theory, that of Mr. J. R. Hicks, 


is the intimate partner of the multiplier in the mechanism of 
fluctuation. 


In his Contribution to the Theory of the Trade Cycle 1 Mr. Hicks 
says in the opening paragraphs of his analysis, ‘‘ We cannot avoid 
taking a hand in the prodigious controversy about the process of 
adjustment implied in the Multiplier theory. For our ‘ dynamic’ 
programme makes it quite impossible for us to allow any looseness 
of thought on this crucial matter.” In spirit and fundamental 
method, Mr. Hicks’s theory belongs to the same family as those 
of Frisch, Tinbergen, Kalecki and the econometric school in 
general; but he, even more than they, will admit no element into 
the design which could interfere with the machine-like precision 
of its working; its structure and causal connections, that is to 
say, are formal and mechanical and make no explicit reference to 
any psychological links in the chain of stimulus and reaction. 
The word expectation occurs, I think, only once in the whole book, 
the notion of ex ante magnitudes is held throughout at arm’s 
length, and we find in consequence, as we should expect, that 

1 It is hardly necessary to recall that this book, as Mr. Hicks amply acknow- 


ledges, draws much inspiration from Mr. Harrod’s work on Dynamics. 
No. 242.—vo.. LXI. Ss 
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consumption-spending is made to depend on past rather than 
contemporaneous income: “ People earn their incomes and then 
spend them.” (Italics in the original.) 

There can be no reasonable quarrel with the building of a 
trade-cycle theory on these behaviouristic lines. This kind of 
building brings ‘‘ dynamics ” on to the same austere epistemo- 
logical footing as the most modern of value theory, and it is 
indeed unavoidable if we are to have a clear-cut pattern of 
movement derived with rigorous logic from simple premisses. 
But we ought not to forget the wealth of possibilities which are 
deliberately jettisoned when we use a non-expectational multi- 
plier. As I once tried to show,! a complete theory of the trade 
cycle, in which we need no special and extraneous explanations of 
the turning points but derive the whole fluctuation by an expecta- 
tion-reaction pattern, can be built around the multiplier and a 
more general and less artifically mechanical concept of induced 
investment. Such a scheme may have some advantages in 
simplicity as well as in explanatory power over the rigidly ‘‘ econo- 
metric’ model. These remarks are not meant as a criticism of 
Mr. Hicks’s brilliant construction. Nor do I intend as a criticism 
of it the following remark, which I think has no practical relevance, 
but serves to show the surprising results (which might in other 
cases be important) obtainable by handling our systems in full 
abstraction. Let U; and V, be two flows such that when we look 
at the recorded outcomes of any period ¢from a viewpoint at the 
end of that period, U; and V; add up to the income Y, of that 
period. And let U;, be a linear increasing function of the income 
Y,_, of the preceding period : we have 


7,+ Ve= Y; and U, = f(¥:-1), so that V, = Y, — f(Yr_}). 
Then if 
Y;_,< Y; we have f(¥:_,)<f(¥:) andso V; > {Y; —f(¥,)} 


Mr. Hicks assigns names to these variables as follows: U is con- 


“ec 


sumption, V is “accounting ” (or ex post) saving, the actually 
recorded difference between consumption-spending and income in 
any period, and {Y, — f(Y,)} is the saving “ proper ”’ to period t 
according to the consumption-function U = f(Y). On the above 
assumptions, then, actual saving will be greater than “ proper” 
saving whenever income is increasing. Now let us switch round 
the names, and say that U is saving, V is “‘ accounting ” (or ex 
post) consumption, and {Y, — f(Y;)} is the consumption “ proper” 


1 Expectations, Investment, and Income, by G. L. 8. Shackle. Oxford Univer- 
sity Press, 1938. 
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to the period, according to the saving-function U = f(Y). It will 


se 


follow that actual consumption will be greater than “ proper ”’ 
consumption whenever income is increasing. There is a perfect 
formal symmetry between the two sets of assumptions. Why, 
then, must we say that Mr. Hicks is justified in choosing consump- 
iion, rather than saving, as the variable which is the subject of 
active and conscious decision, while saving is the residual? It is 
surely because some people do not know what their incomes of the 
current period are ! and consequently cannot choose how much 
they will save out of the income of that period : for saving is what 
becomes of income when nothing is done about that income. If 
the size of income is not known, one cannot know how much to 
“do ” about it (how much to spend) in order to make saving come 
out at a desired level. But one can, without knowing the size of 
one’s income, control and consciously decide the size of one’s con- 
sumption-spending. Mr. Hicks is justified: but only by an 
argument which invokes ignorance of the size of one’s current 
income, an ignorance which, along with all other kinds of un- 
certainty, is rigidly denied any mention in the book. 

The question whether the multiplier applicable to a decrement 
from a given level of individual or aggregate income is equal to 
the multiplier applicable to an increment to that same level was 
first asked, I think, in Chapter VII of my book cited above. The 
answer there suggested, that a high propensity to save out of an 
increment reflects a greater concern, at the given level of income, 
with extra saving than with extra consumption, and that this will 


1 If the institutional framework were such that the size of all incomes of 
January became known to their recipients during January (if we had not to 
accept the fact that, for example, profits, partly earned during January, may 
not be “‘ ascertained ’’ and published until many months later) it would be easy 
to suppose that people explicitly decide their saving of January as a function 
of their incomes of December, and put the appropriate number of shillings in 
the money-box during the course of January, spending all the rest, whether 
much or little, as it comes in. 

The contrast between the results of the two alternative assumptions can be 
illustrated as follows : 


I. When saving is the residual and consumption U; = §¥;_, we might 


have 
** Accounting” ‘* Proper” 
Period. Income. Consumption. saving. saving. 
t—1 12 —- -- -- 
t 24 8 16 8 


II. When consumption is the residual and saving U; = } Y;_, we should 
then have 


** Accounting ”’ ‘‘ Proper” 
Period. Income. Saving. consumption. consumption. 
t-—1 12 —_ -~ — 
t 24 4 20 16 
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be reflected in a tendency to preserve saving rather than consump- 
tion in case of a decrement of income, so that most of the latter will 
consist of decreased consumption (whereas most of the correspond- 
ing increment would consist of increased saving) is superficially 
the opposite of that given recently by Professor Duesenberry in 
his book referred to above. But Professor Duesenberry’s entirely 
different argument is dynamic while mine is static; he refers to 
the difficulty of rapidly adjusting consumption plans and com- 
mitments to a change of income, and so concludes that at first a 
decrement will be met mostly by decreased saving. This is, I 
think, a realistic view. 

It is time to conclude. Only a book could pretend to survey 
in detail the ever-growing literature of the multiplier, or even to 
give a reasonably comprehensive list of writers who have con- 
tributed to it. I have, therefore, deliberately refrained from any 
such attempt. The names mentioned in this article are those of 
the pioneers only, those who actually brought the multiplier idea 
into being or watched at close range its early infancy; together 
with the names of Mr. Harrod and Mr. Hicks, who may, perhaps, 
stand representative of the multitude of its later guardians. With 
this I end. My purpose has been to commemorate the laying 
twenty years ago, by Mr. Kahn and his co-adjutors, of the founda- 
tions on which so important a part of the modern theory of em- 
ployment rests. 

G. L. S. SHackie 
Leeds University. 




















NOTES ON TRADE CYCLE THEORY 


I. Hisroricat RETROSPECT 


1. Ir seems that the time has come when I should make some 
comment on recent appreciations and criticisms of my views on 
the trade cycle.4 It is not the purpose of what follows to claim 
exclusive importance for those views, nor to refute rival theories, 
but rather to underline the difference between my theory and 
certain others, which it has been thought to resemble. This is 
desirable for the sake of clarification; otherwise the specific 
features of my theory may become blurred and lost to view. 
Until there is general agreement on the validity of some rival 
theory, I feel justified in endeavouring to keep my own theory in 
the forum of discussion. 

2. First a short retrospect may help to elucidate the argu- 
ments I am about to develop. From early days I have held the 
view that we are not likely to make a correct analysis if we 
proceed by regarding the phenomena of boom and slump as 
deviations from a static equilibrium. Instead, I have proposed 
that they should be regarded as oscillations around a line of steady 
growth. The desirability of making this substitution in analysing 
the cycle was first borne in upon me not in relation to the balance 
between investment and consumption, but in relation to the 
problem of central banking credit policy. I prefaced an article 
dealing with some current controversies not unconnected with the 
publication of Professor von Hayek’s Prices and Production, “ this 
is an enquiry into the relation between the rates of increase in a 
regularly advancing society, with a view to determining what 
kind of system would allow the full potentialities of progress to be 
realized while being internally self-consistent.” * Mr. Hicks has 
recently paid a notable tribute to the value of this concept.® 

3. The second stage in my thinking was as follows. Pro- 
fessor J. M. Clark and others had emphasised the importance of 
what has come to be called “ the acceleration principle ” in the 
working of the trade cycle, convincingly, as it seemed to me. It 
was during the time that Keynes was advocating his ‘‘ multiplier ”’ 
concept as a valuable tool of analysis that it suddenly struck 


1 Particularly, A Contribution to the Theory of the Trade Cycle, by J. R. Hicks 
(1950); ‘* Notes on Some Dynamic Models,” by W. J. Baumol, Economic 
JouRNAL, December 1948; ‘‘ The Theory of Increasing Under-employment,” 
by B. Higgins, Economic JouRNAL, June 1950; ‘‘ Mr. Harrod’s Dynamic Model,” 
by 8. S. Alexander, Economic JournaL, December 1950. 

* Economica, August 1934. 3 Op. cit., pp. 7-8 and 57-60. 
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me that the key to the trade-cycle problem lay in a proper 


ce 


understanding of the interaction of the “ multiplier’ and the 
“ accelerator.” I at once developed this view in a volume en- 
titled the T'rade Cycle (1936). This contains the central idea to 
which an article in the Economic JouRNAL subsequently gave 
more precise form.! In the endeavour to elucidate this inter- 
action I reverted to the concept of a regularly advancing economy, 
regarding the cycle as consisting of oscillations around a line of 
steady advance and not as oscillations around a static equilibrium. 

4, Trade-cycle theory is only a part of dynamic theory. “The 
interaction of the ‘ multiplier ’ and ‘ accelerator’ ”’ as commonly 
interpreted comprises a pattern of short-period behaviour; this 
has its long-period counterpart. Analogous to the contrast 
between short-period and long-period costs is a contrast between 
the short-period multiplier and the long-period multiplier and 
between the short-period accelerator and the long-period accel- 
erator. In trade-cycle analysis we may be especially concerned 
with the short period; but the long-period interaction may also 
have its influence on the short period, as will presently appear. 
Both kinds of interaction are derived from what, for want of a 
better word, I propose to call the basic dynamic “ antinomy.” 
This can be expressed in two propositions. (i) The amount of 
saving provided, both in the short and long runs, depends 
primarily, although not solely, on the level of real income. (ii) 
The amount of saving required, both in the short and long runs, 
depends primarily, although not solely, on the rate of increase of 
real income. 

5. In my view it may be possible (but see Part IV below) to 
find a line of steady advance that will secure equality between 
the supply of and demand for saving; but on either side of this 
line lie fields of centrifugal forces. Since a chance deviation from 
the line is probable, the economy will tend to run away from it 
upwards or downwards. The upward movement is in due course 
checked by a ceiling and the downward movement by a floor. 
This is the bare outline, here supplied without proof, of my trade- 
cycle theory. 

6. While I was endeavouring to develop this theory, a totally 
different type of explanation of the trade cycle came within the 
horizon, namely that put forward by the econometricians. By 
postulating lags between certain important global quantities in 
the economy, e.g., between global profits and global investment 
decisions, they were able to demonstrate that a regular cycle 
1 An Essay in Dynamic Theory, March 1939. 
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would occur, explosive or damped. In this type of theory the 
essential cause of the oscillation is the lag itself; this cause is 
quite unrelated to my basic “‘ antinomy.” 

7. My theory has been criticised on the ground that it does not 
provide enough assumptions, that it is in fact an “incomplete 
model.”” Mr. Hicks, in general most appreciative, writes, “to 
anyone who comes to the Harrod theory from the theory of the 
econometrists, it looks at first sight to be nothing more than a 
weaker, and less usable, version of the macrodynamic model. .. . 
The Harrod theory lacks some of the virtues of the econometrists’ 
model, and it suffers severely from its lack of them.’”’ My omission 
to give more specific assumptions and to complete the model was 
quite deliberate. Once the model is completed, oscillation may 
arise owing to the lags assumed; it would be beyond my power— 
and I believe it would give the best mathematicians great difficulty 
—to disentangle the oscillation-producing effect of the basic 
“antinomy ” from that of the lags assumed. Thus to complete 
the model would, although allowing a more elegant presentation, 
introduce an element of confusion, from which rescue might prove 
impossible. 

8. One example of an account of oscillation determined by 
certain lags is that put forward by Professor Samuelson in his 
well-known article entitled ‘‘ Interactions between the Multiplier 
Analysis and the Principle of Acceleration.” 1 In one respect 
Professor Samuelson was pursuing the same line of thought as I, 
since he was studying this all-important interaction. But in 
another respect there is a radical difference. Professor Samuel- 
son’s starting point is a static equilibrium, mine a line of steady 
advance. The Samuelson cause of oscillation, in cases where a 
departure gives rise to oscillation, lies in the lags postulated ; 
floors and ceilings play no part; it is not clear what part, if any, 
the basic ‘‘ antinomy ”’ plays. In Professor Samuelson’s model 
there may be a run-away movement towards infinity or an ex- 
plosive cycle or a damped cycle or just a once-over movement to 
a new level; which of these happens depends on the coefficients 
assigned to the propensity to consume and to the capital require- 
ment induced by the increment of output (or “‘ the accelerator ”’ 
or, as Professor Samuelson still calls it in this article, following 
my earlier usage, ‘‘ the relation”). On my system there will be 
a run-away movement to infinity, whatever the values of these 
coefficients. Mr. Alexander has provided an elegant proof of this 
last proposition, which I accept.? 


1 Review of Economic Statistics, May 1939. 2 Op. cit., pp. 724-9. 
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9. Inspired by the elements of similarity between Professor 
Samuelson’s account and mine, Mr. Alexander has sought by 
varying certain postulates, to bring them nearer together. In 
the process of doing so, he has departed very far from my thought. 
I believe the reason for this to be that he has not appreciated that 
the two theories, viz., the lag theory and the antinomy theory, are 
radically much farther apart than they seem to be superficially. 
To bring out this difference it may be worth while to examine 
Mr. Alexander’s attempt at reconciliation, which I shall do in 
Part III of this article. Meanwhile Mr. Alexander has brought 
to the foreground of attention an important postulate which I 
use in determining the line of steady advance. He rightly holds 
that the postulate is not safe. I shall examine this matter in 
Part IV. 


II. Mr. Hicxs’s Views 


10. If my theory can be called the offspring of a marriage 
between the multiplier and acceleration theories, Mr. Hicks can 
be said to have married that offspring to the lag theory of the 
econometricians. Following Professor Samuelson, he shows, by 
ordinary lag analysis, four alternative possible consequences of the 
muliplier/acceleration interaction, these depending on the values of 
the coefficients assumed. Then, reviewing the situation from the 
point of view of what the values in question are likely to be in the 
real world, he decides that they are likely to lead to an explosive 
cycle or a run-away movement. Econometricians are naturally 
somewhat averse to such assumptions, since our economy has not 
in fact exploded; they tend to seek a set of assumptions which 
will by themselves necessitate successive upturns and downturns, 
in fine a cycle of constant or damped oscillation. How reconcile 
explosive or run-away movements with observed facts? At this 
point Mr. Hicks brings in a floor and a ceiling. The turns are not 
in his system the inevitable outcome of the forces generated by 
the assumed coefficients, but are due to extraneous interferences. 
The ceiling is caused by full employment; the floor will be dis- 
cussed below. In this conclusion and in all that follows from it, 
Mr. Hicks’s theory is identical with mine, save that his is developed 
and enriched far beyond mine. I welcome and applaud this 
elaboration and am in complete agreement with a large part of 
his T'rade Cycle. The only difference between us concerns the 
cause of the movements that have to be arrested by floor and 
ceiling. For me it is the basic antinomy which makes such 
movements inevitable; for Mr. Hicks it is the existence of certain 
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lags combined with the assumption that the multiplier and 
acceleration coefficients have certain values. Since the main 
picture is the same for both of us, it might be thought that further 
discussion of the causes of the upward and downward movements 
belongs to the realm of the metaphysical. What matter if the 
postulates are different, providing that the relevant conclusions 
and implications for action are the same? It may be dangerous, 
however, to leave the matter just like that; it may be that in a 
slightly different context this disagreement on fundamentals 
would lead to important theoretical or practical divergences. 

11. Although through most of his book Mr. Hicks uses the 
concept of a regularly advancing economy, in his section on lags 
and coefficients he starts, like Professor Samuelson, from a static 
equilibrium. He wishes to use the work of the econometricians, 
which depends on that assumption, and has a striking metaphor 
about going down the river bank, making use of a bridge (the 
econometricians’) that has already been constructed lower down, 
and returning up the opposite bank. All this is executed with 
great skill and elegance. Mr. Hicks admits that the return 
journey gave him great difficulty. I shall return to my own 
alternative approach to this problem in Parts III and IV. 

12. Meanwhile I propose to make a few comments on Mr. 
Hicks’s exposition. First, a small, but practically important, 
point, about the full-employment ceiling. It seems that a down- 
turn sometimes occurs before full employment is reached, on any 
common-sense definition of that expression. The reason why 
full employment not merely slows down the rate of advance but 
precipitates a recession, is that the maximum possible advance at 
full employment (as governed by increase of population, etc.) is 
less than that achieved during the movement towards full employ- 
ment, and that this entails a recession of investment requirements 
and further consequences. ‘The slowing down is due to the fact, 
extraneous so far as the coefficients determining the preceding 
advance are concerned, that there simply are not the resources in 
the economy to sustain the previous advance. There is another 
extraneous fact that may cause a slowing down of advance— 
with all its consequences—some time before full employment is 
reached. Recovery from a substantial recession usually finds 
pools of unemployed resources in almost all districts and trades, 
though the sizes of the pools may differ. The immobility of 
labour therefore presents no serious obstacle to the initial recovery. 
But as the advance proceeds it may become needful to drag 
resources from place to place or from trade to trade. The 
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structure of requirements at a higher level of production is not 
likely to resemble closely that required at the corresponding high 
level of the previous cycle, say some seven years earlier. The 
difficulty of getting unemployed labour to move will have an ever- 
more restrictive effect as the advance proceeds. That physical 
obstacle may slow down the tempo of advance. Such a retarda- 
tion might have precisely the same effect in precipitating a re- 
cession as the arrival of full employment. The top of the boom 
is more likely to be reached before full employment, the greater 
the immobility of labour and the greater the rate of structural 
change proceeding. 

13. Mr. Hicks makes a notable contribution in his account of 
the ‘‘floor.”” Its existence, he holds, is due to the fact that 
there is a maximum possible rate of disinvestment in fixed 
equipment. It follows that the downward movement cannot 
accelerate beyond a certain speed. As income and saving sink, 
there comes a point when the excess of saving required for what 
he calls “ autonomous” investment (viz., investment which is 


independent of the action of the acceleration principle) over total 
saving is as great as the maximum physically possible disinvest- 
ment. From that point onwards there is no further downward 
propulsion, and the economy can bump along the bottom. I may 
claim to have anticipated this doctrine, although in a very imper- 


fect manner, on p. 90 of Towards a Dynamic Economics. 

14, Mr. Hicks’s account of recovery is not so satisfactory. 
He postulates that “ autonomous ”’ investment continues to rise 
and that this increase gives the economy its upward propulsion 
from the floor. It is to be doubted whether autonomous invest- 
ment, whatever its secular trend, is likely to be advancing at the 
bottom of a slump (see next paragraph). A theory of recovery, 
which would round off Mr. Hicks’s account in a satisfactory way, 
is ready to hand—a well-known theory, which, perhaps by an 
oversight, Mr. Hicks has not brought into his picture. The 
maximum physically possible rate of disinvestment in fixed 
capital differs according to the nature of the fixed capital. Futher- 
more, the outputs of different firms and industries will recede at 
different rates during the recession, and indeed some may continue 
to expand. In certain cases it may be possible to disinvest in 
fixed equipment at the same rate that output is receding. Sup- 
pose, for instance, that a firm, the output of which recedes by 20% 
during the two years from the onset of a slump to the bottom, 
normally replaces one-tenth of its machines of a certain type each 
year. By simply not replacing during the slump, this firm will 
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have been able to disencumber itself of any redundancy of this 
particular kind of machinery by the time that the bottom is 
reached ; its available machines will have been reduced in the same 
proportion as its output. Not all firms or all machines (or other 
forms of fixed equipment) will be in this position. A schedule 
could be drawn up showing the dates at which each type of 
machinery would, supposing the maximum rate of disinvestment 
physically possible to continue, fall to the level required at the 
end of the second year, viz., at the bottom of the slump. These 
dates will be one week, one month, six months, one year, etc., 
after the slump reaches its bottom. If, once the bottom is reached, 
output is sustained, new gross investment by these firms in respect 
of this equipment will be required once more as soon as each of 
these dates is successively reached. This suffices to account for 
recovery. 

15. No hard-and-fast line can be drawn between “induced ” and 
“autonomous” investment. “Induced ” investment is that part 
of total investment that is governed by the acceleration principle. 
I have suggested that there is an analogy here with the familiar 
concepts of short-period and long-period costs. In a sufficiently 
short period all investment is “autonomous ” investment ; a firm 
may well experience a decrease of sales during one day or even dur- 
ing a whole week without decreasing its orders or changing its plans 
in any way ; all investment due to those orders and plans may be 
regarded as autonomous in relation to very short-period declines 
in its put-through ; this gives our economy a day-to-day stability. 
On the other hand, it is hard to think of any investment in an 
economy which will not be made subject to reconsideration if a 
depression is sufficiently prolonged and intense. As the de- 
pression continues the various items of long-term investment will 
successively be brought under review, and thus swing over from 
the category of “ autonomous ” to that of “induced.” At the 
bottom of the slump, so long as there are no signs of revival, this 
swing is likely to be still in progress ; this is the reason for doubt- 
ing Mr. Hicks’s proposition that the secular upward trend of 
“autonomous ”’ investment can be responsible for recovery. 
This point is also important in relation to the severity of slumps. 
The shift of items from “‘ autonomous” to “induced” is one 
element in the self-aggravating character of aslump. The longer 
it takes to reach the floor, the more items will be pulled over and 
the lower the level of the floor will be. 

16. In Mr. Hicks’s system total activity is related to autono- 
mous plus induced investment by the ordinary multiplier principle 





268 THE ECONOMIC JOURNAL [JUNE 


in the short run ; but in the long run itis related directly to autono- 
mous investment by a “ super-multiplier.”” This is an ingenious 
and acceptable idea. But there are long-run problems which 
Mr. Hicks has not faced. He assumes, without proof or apology, 
that the upward slope of the ‘“ autonomous ”’ investment line 
corresponds with that of the full-employment line. If this 
investment were truly ‘“‘ autonomous ” there is no @ priori reason 
why its slope should have this correspondence. It is needful to 
examine the consequence of a lack of correspondence. But in 
fact “autonomous” investment, or most of it, is not truly 
autonomous in the long period. Just as some investment which 
may be classified as “‘ induced ”’ in relation to the trade cycle is 
“autonomous” from the day-to-day point of view, so most 
“autonomous ”’ investment is “ induced ” from a very long period 
point of view. This so-called “‘ autonomous ”’ investment is not 
a datum external to the system, which the theorist so much 
desires, but is related to the long-period rate of growth. There 
is the same problem of finding a warranted rate of growth and the 
same danger of instability in the long period as there is in the 
short period. We may accept the “super-multiplier’’; it does 
not follow that the whole system is determined thereby. ‘The 
relation of long-term capital requirements to the propensity to 
save gives rise to long-term instability ; the long-period co-efficients 
will determine whether the economy is likely to experience 
chronic slump or chronic boom. 


III. Lac TuHrory versus GrowtH THEORY oF CYCLE 


17. Mr. Alexander’s analysis relates to my two fundamental 
equations. The first is a truism. Let Y, stand for income 
during a unit period, G for (Y; — Y:_,)/¥:_1, 8 for amount saved 
divided by Y;_, and C for the actual accretion of capital during 


period divided by (Y, — Y;_,). Then @ = a If G,, stands for 


warranted rate of growth and C, for the accretion of capital 
required to support Y, — Y;_, we have the equation defining the 


line of regular advance, CG, = ra . Thisis the notation used in the 
rT 


article in the Economic JouRNAL already cited. A small point 
may first be got out of the way. Mr. Alexander attaches some 
significance to the fact that saving is here related to the income of 
the preceding period ; in J’owards a Dynamic Economics this matter 
is left vague. It is preferable to define G as (Y; — Y:_,)/¥: 
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s then becomes amount saved during period ¢ divided by Y;,. 
Ihad no wish to introduce alaginsaving. My reason for acquiesc- 
ing in the notation of the original article was my sense that it made 
no appreciable difference to the value of s whether its denominator 
was Y,_, or Y;. For example, if the period were three months, 
growth 2% p.a. and the propensity to save 5 of current income, 
the change in the denominator only lowers s from 0-1005 to 
0-1000. It is well to make the change, however, since the lagged 
definition of s might give rise to conceptual confusions. 

18. My critics have discussed the concept of ex ante saving. 
I contented myself with claiming that if a difference between the 
actual and warranted rates of growth operated to produce a 
difference between ex post and ex ante saving, this would have the 
same expansive or restrictive effect as if the difference operated 
oninvestment. An excess expansion of output must either make 
ex post saving exceed ex ante saving or ex post investment (C) fall 
short of desired investment (C,) or both; in either case the con- 
sequential adjustment would be towards further expansion, 
assuming that if people found that they were saving more than 
they meant to, they would be led pro tanto to give some more rein 
to consumption. 

19. The concept of ex ante saving, however, does not appear 
to be a happy one. If it is related to an increase of real income, 
it may be workable; thus it is argued that if the increase is not 
anticipated or if people base their saving on their income of a 
previous period, this may entail people finding that they are 
saving more than they wish. (This must strike the eye as ex- 
tremely unrealistic in a world where the universal experience is 
one of people finding that they are saving less than they wish; 
this general tendency, however, is presumably already allowed for 
in the concept of a propensity to save, and the excess of ex post 
over ex ante saving may be defined as a condition in which the 
short fall of actual saving in relation to intended saving is less 
than usual.) Where price changes occur, the ex ante concept 
becomes awkward ; it may be held that unexpected price increases 
are not allowed for in current consumption and the representative 
consumers save less than they wish; but these same price in- 
creases involve a shift to profit, so that the economy as a whole 
saves more than if they had not occurred. In this case it seems 
that the ex ante concept becomes blurred. 

20. Ex ante investment entails difficulties of a different kind, 
and the symmetry implied by the use of the same term in both 
cases is spurious. A divergence between ex ante and ex post 
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saving implies that savers are acting without complete regard to 
what is currently happening; by taking sufficiently quick action 
they could bring their ex post saving into line with ex ante. But 
the notion of ex ante investment does not relate to any particular 
line of action at all; it is a compound of decisions and hopes. 
“ The equality of ex ante and ex post investment ” is an expression 
having the same meaning as “fulfilment of hope in regard to 
investment.”’ A shop keeper may order a certain number of tins 
of biscuits with a view of selling a certain amount of biscuits to 
his customers and not running out of stock before the next order 
day. If his customers do not buy so much, ex post investment 
exceeds ex ante, and if he runs out of stock ex ante exceeds ex post. 
If this is the correct notion of ex ante investment, what I have 
called justified or required investment is somewhat different. 
Ex ante investment is related to a hoped-for out-turn, which may 
not be realised, while justified investment is related to the actual 
out-turn. When ex ante investment exceeds ex post investment, 
justified investment is greater still; when ex ante investment 
is less than ex post investment, justified investment is less 
still. 

21. On his seventh page (p. 730) Mr. Alexander substitutes 
ex ante investment for my justified investment in a postulate. 
This does not at first appear dangerous because he defines ex 
ante investment in period ¢ as I define justified investment, viz., 
as C,(Y; — Y:_,); this postulate in fact leads to the “same 
dynamic model.”’ But from this point onwards Mr. Alexander 
departs far from my thought, and I attribute this to confusions 
inherent in the concept ex ante. He suggests that I postulate a 
divergence between expenditure (including investment expendi- 
ture) and income in the same period. Nowhere do I refer to or 
imply any such divergence. My “ model” in this respect agrees 
with that of Professor Samuelson; expenditure is taken to be 
equal to income. This misconception about my view seems to 
stem from the idea that justified investment is something that will 
actually happen, if it is intended. In my model it happens 
in one case, and in one case only, namely when planned 
output is such as to constitute a warranted rate of growth. If 
any other rate of growth happens, actual investment is equal 
neither to justified nor to intended investment. Consequently, I 
can attach no significance to the following equation, which appears 
to be fundamental in the development of Mr. Alexander’s further 
thoughts : 


E=Y,—8Y%_4+C,(¥; — ¥i_,) 
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E stands for actual expenditure and is the sum of consumption 
and investment expenditures. In my system, if an amount of 
investment equal to C,(¥Y, — Y;_,) actually occurs, then it is 
necessarily equal to sY,. (For the present purpose the dis- 
tinction between sY,_, and sY, may be neglected.) Thus if 
C(Y: — Y:_,) does occur, the equation reduces to E;= Y;, a 
platitude. If it does not occur, the equation is false. 

22. Now in Professor Samuelson’s model an amount of 
investment justified by the growth in the preceding period 
actually occurs. The dynamics of his system depend on the 
required amount of investment occurring after a certain lag; 
the dynamics of mine depend on the required amount of invest- 
ment not occurring at all. These are radically different theories 
and no leger-de-main can bring them into conformity with one 
another. 

23. Mr. Baumol appreciates more clearly, perhaps, than Mr. 
Alexander that there is a contrast between my views and those of 
Professor Samuelson, but I strongly resist his interpretation 
that my study is “normative” while Professor Samuelson’s 
relates to “‘ what is in fact likely to occur.”’ I regard Professor 
Samuelson’s assumption that realised net investment in a period 
always corresponds to the requirement for net investment due to 
the increase of consumption in the preceding period as entirely 
unrealistic. My study does, indeed, differ from Professor 
Samuelson’s, not in being ‘‘ normative,’’ but in analysing a possible 
equilibrium of advance, whereas the only equilibrium in Professor 
Samuelson’s article is the static equilibrium. Both articles are 
concerned with deviations from an equilibrium, mine with those 
from a dynamic, Professor’s Samuelson’s with those from a static, 
equbrium. In the treatment of deviations I should claim that 
my assumptions adhere more closely to actuality. 


IV. Basic Postunate or GrowtH THEORY 


24. Mr. Alexander has correctly perceived that my particular 
definition of a warranted advance depends on an assumption, 
which is rather special and may be unjustified. ' 


“ If investment ex post is justified in any period, entre- 
preneurs will (unless prevented by physical limitations) in the 
succeeding period increase production in the same proportion 
as it has just been increased. If in any period investment ex 
post is less than justified investment entrepreneurs will in the 
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next period increase the rate of growth of production and vice 
versa.” 


While I should argue that this is as reasonable a postulate as any 
other in regard to the behaviour of an entrepreneur, I am bound 
to admit that it may not accord with the facts.+ 

25. In order to assess this and other hypotheses it is necessary 
to divide motives that influence entrepreneurial decisions about 
placing orders into two categories, namely those springing from 
the out-turn of business to date and those springing from prognos- 
tications that are not influenced by the current out-turn. In 
most decisions motives are mixed and the current out-turn has at 
least some influence; in many it has great influence. We may 
draw up a schedule showing the volume of orders placed as a 
function of the out-turn to date for the range of out-turns in 
which we are interested. The order that would be placed in 
connection with the lowest on the range of out-turns is precisely 
what we have meant in earlier sections by ‘‘ autonomous ”’ invest- 
ment. Orders additional to this are induced investment. We are 
at present concerned with induced investment only. If it is 
argued in objection to the formula cited in the last paragraph 
that entrepreneurs often have ideas about what the future will 
bring that spring from considerations quite other than current 
experience, as Mr. Baumol correctly maintains,? the contentions 
may be admitted, but not as invalidating the formula. All 
ideas about the future that are not influenced by current out-turn 
are separately catered for under “ autonomous” investment. 
In the formula we are by definition concerned only with those 
orders to which past and current experience gives rise. 

26. It should be clear that no one formula will correctly 
represent the states of mind of all entrepreneurs at any time. 
What we need in this connection is the concept of a representative 
entrepreneur. He is to be taken to be representative in those 
attitudes of courage and restraint, of optimism and pessimism, 
etc., which together govern a man’s reaction to the current out- 
turn of business. He may be defined more precisely as one whose 
orders in response to a given current out-turn are such that the 
sum of the excesses of all entrepreneurs in the economy who 
would order more in a precisely similar situation over what he 

1 I hope that the following paragraphs may disincline the reader to accept 
Professor Higgins’s view that my equations “are not really operational” and 
“isolate no fundamental causal relations.” Op. cit., p. 267. The identical equa- 
tion is not, of course, causal; the rest of the analysis is intended to be a study of 


causes, 
2 Op. cit., pp. 512-14. 
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would order is equal to the sum of the shortfalls of all those who 
would order less. The formula that correctly describes the 
state of mind of this representative entrepreneur may be applied 
to the macro-economy. 

27. Current out-turn may be exhaustively specified under two 
headings, namely, (i) the existing condition of stocks and equip- 
ment, which may be redundant or inconveniently short in re- 
lation to current put-through, and (ii) the recent trend, upward 
or downward, of put-through. In my analysis I assumed that 
on the line of “ warranted ”’ advance the existing condition of 
stocks and equipment was satisfactory and that the size of the 
current order was based on an extrapolation of the rate of in- 
crease of put-through in the recent period. But in the fields of 
centrifugal forces lying on either side of the warranted line, I 
assumed that orders are also influenced in the upward field by a 
shortage of stocks and equipment and in the downward field by 
their redundancy. 

28. If my postulate does not correctly depict the reactions of 
the representative entrepreneur, it does not follow that my 
diagnosis of instability is incorrect. I submit that basically my 
diagnosis rests on two acceptable assumptions, viz., (i) that an 
entrepreneur will order more the shorter are his stock and equip- 
ment in relation to current requirements, and (ii) that an entre- 
preneur will order more the greater has been the upward trend 
of his recent put-through. In assessing the acceptability of 
these assumptions, it must be remembered that we are only 
concerned with “‘induced”’ investment, viz., that part of orders 
that is solely determined by current out-turn. I believe, but 
cannot now provide a general proof of, the proposition that a 
regular line of advance can be found for any state of mind con- 
sistent with these two basic assumptions. A general proof 
covering such a wide variety of alternative possibilities may be 
difficult to provide. The warranted line will however have a 
different value if we assume a variant postulate besed on the two 
assumptions different from the postulate of para. 24 above, and 
the conditions in which the line can be achieved may be different. 
In particular it may be necessary for stocks and equipment 
instead of being satisfactory on the warranted line, to be 
chronically deficient or redundant. I will content myself with 
examining the implications of one variant postulate. Finally, 
even if there did exist states of mind which rendered a warranted 
line of advance impossible—and this I doubt—my analysis of 


instability may still be correct. 
No. 242.—voL. LXI. T 
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29. I shall refer to my original postulate as A and to the new 
variant as B. 


Postulate B: Let the representative entrepreneur on each 
occasion of giving an order repeat the amount contained in his 
order for the last equivalent period, adding thereto an order for an 
amount by which he judges his existing stock to be deficient, if he 
judges it to be deficient, or subtracting therefrom the amount by 
which he judges his stock to be redundant, if he does so judge it. 
Let him judge his stock to be neither redundant nor deficient 
when it consists of a certain fraction, C,, of his intended order, 


Some adjustment of wording is required to cover the case of 
orders for fixed equipment. It is assumed that the entrepreneur 
replaces at a steady rate if he finds his equipment used to con- 
venient capacity, but reduces his replacement order by the full 
amount of any redundant capacity or increases it if and to the 
extent that he finds that at the existing rate of working it would 
be convenient to have more. This postulate B is also reasonable 
but betokens a more cautious temperament than A. The actual 
representative entrepreneur may well have a behaviour line 
intermediate between A and B. 

On postulate B also a line of steady advance exists, but it is 
achieved in a slightly different condition. Under postulate A 
the amount of capital on hand remains continuously satisfactory ; 
under postulate B there must be a chronic shortage. The entre- 
preneur must judge his stock to be deficient by a certain amount 
x,, which has to be determined. 

Let x stand for the amount by which he judges his stock to be 
deficient at any time. According to Postulate B he will order on 
order day one the amount that he ordered on order day nought 
plusz,. It is convenient here to assume, merely for convenience 
of exposition, that as well as being representative as regards his 
attitude of mind, as explained above, he is also representative in 
that his activity varies in direct proportion with total national 
income. It y, stands for his order on day nought, 2, = Gy 

 , M0) ‘ 
Y1 

On order day one his order was y,. He will repeat this order 
on order day two if on that day his stock stands at C,y,. 

In order that a regular advance may be maintained it is 
“‘ required ”’ that he should increase his order on order day two 
in the same proportion that he increased it on order day one. On 
order day one he increased his order by Gy,; itis ‘‘ required ” that 


(since Ly = ¥, — Yo and G = 





1951] NOTES ON TRADE CYCLE THEORY 275 


2 
on order day two he should increase his order by Gy,(= Gr). 
0 


If he is to increase his order by this amount, it is “‘ required” in 
accordance with postulate B, that his stock on order day two 
should stand below the convenient level defined above, viz. 
Cy,, by the amount Gy,. 

Therefore it is “required” that his stock on order day two 
should stand at C,y, — Gyo. 

On order day one it stood at C,yy — 2, = Cry — Gyy. 

Therefore in order that his stock stand at the “required” 
level on order day two, it is necessary that it should increase 
between order day one and order day two by 

(Crys — Gy2) — (Cryo — Gyr) = Cr(¥r — Yo) — G(Y2 — ¥1)- 

Assuming that the representative entrepreneur’s sales stand in 
the same proportion to consumer expenditure that his orders 
stand to national income, his stock will increase between order 
day one and order day two by an amount = sy,. Thus for a 
steady growth to be maintained, it is necessary that 

; 81 = Cr(¥s — Yo) — G(¥2 — ¥1)- 
This equation defines warranted growth under Postulate B and 
may be re-written in the more familiar form 


a : 


Gy 
orto 


This differs only slightly from the regular rate of advance under 
1—G, 
C,. The substantial difference is that this line of advance will be 
achieved only when there is a chronic shortage of capital of an 
amount 2,, where 2, = G,y and G, is determined by the last 
stated equation. 

30. If a state of mind could be found that was subject to the 
two basic conditions of para. 28 above and yet such that no steady 
line of advance was possible, and if the representative entre- 
preneur had such a state of mind, he would presumably always be 
either accelerating or decelerating. In the former event he would 
eventually hit a ceiling; in the latter he would move farther and 
farther from full employment. Until such a state of mind is dis- 
covered, it is impossible to proceed farther with the analysis. 
Prima facie it appears that the analysis would reveal the same 
characteristics of boom and slump as those due to the centrifugal 
forces around a steady line of advance. R. F. Harrop 


Christ Church, 
Oxford. 
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HOME AND EXPORT TRADE: I? 


THE question before us complies with both criteria for a good 
debating topic, being at once unanswerable and forming a con- 
venient vehicle on which everyone could take their pet prejudices 
for a ride. 

It seems safe to say that a secure home market fulfils three 
functions in aiding the development of export business. First, 
it enables the technology of the industry to be acquired and 
developed in the easiest way; secondly, because the trend of a 
home market is often more stable and foreseeable it provides an 
established position from which commercial sorties overseas can be 
launched without endangering the stability of the business if 
they fail; thirdly, the high volume normally obtained from 
the home market has a favourable effect on the cost of 
production. 

I shall confine my comments to the engineering industry and 
to that section of it concerned with mass-produced goods; it must 
be emphasised that my views should not be extended into any more 
general context. 

There are several factors which dominate the light engineering 
industry. The first is that the industry is in course of rapid 
fragmentation, and many of the great importing countries of the 
past are becoming partially self-supporting in mass-produced light 
engineering goods. The second is the extreme instability of 
export markets in those goods of which the manufacture is widely 
dispersed through the world. Thirdly, is the fact that of the total 
quantity of light engineering goods purchased by the world, an 
ever-reducing proportion reaches the buyer across a National 
frontier. 

This fragmentation of the industry in turn results from 
several identifiable causes. The foremost is, of course, the 
world trend towards self-sufficiency. Another is that many 
manufacturing units in the great industrial countries are at or 
above the optimum size for efficient operation. It is perfectly good 
economic sense for a country like Australia to produce its own 
electrical apparatus and domestic equipment. There is a third 


1 The two following papers are based on addresses given at the Annual Meeting 
of the Royal Economic Society on July 6, 1950, on the question, ‘‘ How Far is 4 
Substantial Home Trade a Necessary Condition to an Efficient and Competitive 
Export Trade ?” 
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consideration which many economists discount while they pursue 
the antics of the ‘‘ economic man ”’ that lowest common denomi- 
nator automaton who happily still remains a morbid fiction. The 
urge to make things is a fundamental attribute of the human 
spirit, and operates largely independently of economic motives. 
The number of musicians and painters in the world cannot be 
justified economically, nor can the number of small manufacturers. 
Thus in some measure the fragmentation of industry arises from 
motives which are outside the economist’s bailiwick. The fact is 
that to a practical engineer it is extremely satisfying to start a 
small factory and make things. He will put his heart and soul 
into it. 

From this one might conclude that an export trade in light 
engineering goods can only exist precariously as a spill-over from 
the home market, but this is not the whole truth. 

The circumstances in which an export trade can be developed 
independently of a home market are definable in terms, some of 
which pertain to the article and some to the circumstances of the 
producer. 

Consider first the circumstances pertaining to the article. 
If a product is highly standardised and used directly or indirectly 
by a substantial proportion of mankind independently of national 
habits, then the instability of export markets tends to level out 


and a trade can be developed without the backing of a large home 
market. An illustration of this is the Swedish Primus stove 


industry. Equally, if the technical skill required to manufacture 
the subject article is of a very high order, the industry can defy 
fragmentation. The Swiss wrist-watch is an outstanding example 
in this category. 

Consider now the circumstances pertaining to the producer. 

Obviously if he is so efficient and his costs so low that his 
product can drive its way over tariff barriers, the home market 
becomes less important, although this case is very rare to-day. 
If the production of the subject article involves very elaborate 
capital equipment again fragmentation is restricted, but this 
condition does not apply to the light engineering industry. 

The question of export selling price determination is a funda- 
mental one. Many light engineering goods are sold at prices 
below the average home plus export cost of production, and 
must be sold at such prices to climb tariff walls. This is a per- 
fectly rational and often profitable method of trading, and it is 
surprising how many people do not understand why a manu- 
facturer, making, say, a 10%, profit on his home sales, can re- 
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muneratively sell abroad a proportion of his output at 25°% below 
his home price. 

This situation, of course, reflects the ratio of average to 
marginal costs, and might be summarised as below : 

If you produce N articles per week, then the marginal cost of 
the N + lth article produced per week is seldom more than 75%, 
of the average cost of the N. This proposition follows automa- 
tically from simple arithmetic. In a mass-production industry 
the cost build-up of a typical product is of the order of: Material 
45%; Productive labour 15%; Variable overhead 15%; Fixed 
overhead 25%. 

From this you can deduce that if a factory is running below 
capacity it will pay a manufacturer to achieve the N + Ith sale 
at a selling price of 80°% of his normal average. It may be asked, 
why not achieve this N + Ith sale in the home market? The 
answer is that with a nationally established article selling at a 
national price, a manufacturer cannot sell this N + 1th article 
at a lower price, otherwise he destroys the whole price level and 
vitiates his plan. 

The existence of an export market enables a manufacturer 
to operate a two-price system, and there is nothing improper or 
uneconomic in this. Electricity, for example, is sold on such a 
system, the basic principle of which is to charge high prices for 
monopoly applications and below average cost for competitive 
ones. The proper application of marginal-cost theory is a most 
effective commercial tool, but it has to be used with discretion. 

All this depends on a realistic understanding of the nature of 
fixed overhead. Here, I think, some economists misunderstand 
the problem and wrongly assume that fixed overhead is confined 
to items like rent and Schedule A tax. In fact, of course, in a 
continuing business the cost of key staff represents a fixed over- 
head, because at a time of bad trade a manufacturer would not 
dispense with their services. Equally, it costs as much to heat a 
full factory as a half-empty one. Plant obsolescence is largely 
independent of volume, and so with many other items. 

Finally, there is a question of topical importance, namely, is 
Purchase Tax having a detrimental effect on export industries ? 
Speaking exclusively about light engineering products my impression 
is that it is not, because engineering articles which attract high 
Purchase Tax in this country do not figure substantially as ex- 
portable items. The home market is being limited at this moment 
far more by a shortage of materials than shortage of customers. 

London. H. P. Barker 





HOME AND EXPORT TRADE: II 


THE question which is here raised is fundamental. Is export 
trade to be regarded as the “ overspill”’ of home trade, as de- 
scribed by Mr. Winston Churchill, or is it capable of a status of 
greater independence? Two difficulties confront the economist 
at the outset. One is that the question does not lend itself either 
to a direct “‘ no” or to a direct ‘‘ yes” as an answer. The other 
difficulty is that the importance of home trade to export trade 
provides the basis for a certain amount of special pleading, by 
which the economist’s mind is inevitably prejudiced against the 
view favoured by the business-man. At the beginning of the war 
the special pleading was aimed at the unpopular limitations on 
home trade, to-day it is aimed at the equally unpopular purchase 
tax. 

Conscious that my mind has been seriously prejudiced in this 
way, I am anxious to deal with the subject in the widest possible 
ambit, and not to treat it exclusively from one particular angle 
which may happen to support my prejudices. The discussion 
can be usefully divided into two parts : 


(a) The short-period effect on export trade of a reduction 
in domestic demand may be considered on the assumption 
that time does not allow of particular lines of production 
being closed down or failing to be opened up. 

(b) Longer-run effects on the pattern of production and 
on costs of production must be considered, both from the 
historical point of view—i.e., would the current situation 
have been less favourable for export if the volume of trade 
had been less than it actually was over a considerable period 
in the past ?—and from the practical point of view—+.c., 
would the situation develop in the future as favourably as it 
otherwise would for export if, in the future, the volume of 
home trade were reduced ? 


The possibility that the answer to question (b) may, to a 
greater or lesser degree, be favourable to the “ overspill ’’ school 
of thought need not detract from a sober examination of question 
(2), provided that the danger of exclusion of longer-term con- 
siderations is recognised. The customary plea put forward by 
business-men, or put forward on their behalf, for a relaxation, in 
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the alleged interests of export trade, of restrictions on home trade 
makes no distinction between short-run and long-run considera- 
tions. It is the short-period validity of these claims which comes 
under examination first. 

The view antagonistic to the “ overspill”’ school of thought 
is derived from the idea that as a result of a reduction in domestic 
demand the overseas market is rendered relatively more attractive, 
so that, so far from going down, exports will actually increase. 
Faced with a decline in his home trade the manufacturer will be 
more anxious to seek overseas business. Put in terms of prices, 
the argument is that a reduction in demand leads to a fall in the 
price, and that consequently the exported article will command a 
larger sale in overseas markets. 

Early in the war one used to meet the opposite argument— 
that a reduction in output would mean a heavier burden of over- 
head costs per unit of output, that the price would consequently 
be raised, and exports would fall. Although this argument, very 
popular at the time with business-men, may appear to derive 
support from the short-period theory of value which appears to 
have found favour with some Oxford economists, it is probably 
unnecessary to waste time on a system of thought which would be 
consistent with the facts only if in a depression prices rose rather 
than fell. 

This is on the basis of the same price being charged in the 
domestic and in the overseas markets. Under normal conditions 
of imperfect competition this is not the case. Mr. Barker has 
explained in his paper how a firm, in fixing its export price, will aim 
at the maximum profit and will therefore take into account only 
the additional costs involved in the extra production. But Mr. 
Barker fails to prove that a reduction in the domestic price, 
brought about by a decline in domestic demand, will result in 
the export price being actually raised. This would be true only 
if the firm was deliberately limiting itself to a profit less than it 
was capable of earning. We are entitled to discuss the case in 
which the firm earns as much asit can. A decline in the domestic 
demand for its product would mean that it was profitable to make 
up on export part, or all, of the trade lost at home, and the export 
price would be lowered rather than raised (in the limiting case of 
a firm with surplus capacity producing under conditions of con- 
stant prime cost there would be no effect on the export price or 
on the amount exported). 

At the present time, with total output of many commodities 
determined by some over-riding bottle-neck—sheet steel for 


‘ 
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motor cars, decorators for pottery, labour generally for textiles— 
it would on the face of it seem impossible to dispute the view 
that a reduction in home trade leads directly to an equal expansion 
of exports. But the opposite view is often proclaimed in an 
attempt (not always altogether unsuccessful) to secure an allevia- 
tion of restrictions on home trade. This despite the eloquent 
tribute to the case for maintaining, and intensifying, such re- 
strictions which is provided by the figures for the remarkable, and 
continued, growth in our exports of motor cars, and also of lorries. 
By way of contrast our exports of cotton goods in the second 
quarter of 1950 were 18% less in volume than in the same quarter 
of 1949, in spite of devaluation; exports of apparel were about the 
same (but 20% less than in 1947); and of wool goods only 12% 
greater. For this failure of textiles to share in the general im- 
provement in the volume of our exports (which overall were 15% 
greater in the second quarter of 1950 than in the same quarter of 
1949) the abolition of clothes rationing early in 1949 must surely 
be held partly responsible. 

The case which is here argued is in essence the same as the 
case for disinflation as a means of increasing exports. It is not 
necessary to go all the way with Mr. Harrod, in his Are these 
Hardships Necessary ? to admit that there is something in the idea 
that you cannot both have your cake and eat it—at times of full 
employment—and that a decline in home demand would mean 
some increase in exports, even though part of the resources released 
are likely to be used for extra production for other sections of the 
home market. 

To get on to a more fundamental issue, suppose that it is 
granted that purchase tax and other restrictions on home demand 
are favourable to a high volume of exports, at any rate in the 
short run. But why adopt this particular means of encouraging 
exports? It involves discrimination between the overseas and 
the home markets and, although the discrimination is in this case 
favourable to international trade, it has to meet the prima facie 
objection to any departure from the ideal free-trade position in 
which nothing is done to interfere with the relative pulls exerted 
by domestic and overseas prices. In other words, would it not 
be better by means of devaluation to make overseas markets more 
attractive rather than, through discriminatory restrictions, to 
keep the home market unattractive? The general validity of this 
argument cannot be disputed, but the answer is that it should 
be some of both. It would have been madness to have refrained 
from devaluation in September 1949 and to have relied instead on 
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a drastic curtailment of consumption. But it would also be stupid 
to carry devaluation to such lengths as to obviate the need for 
curtailment of consumption. The reasons are various : 


(1) Devaluation, in so far as it succeeds in improving 
the balance of payments, is inflationary and calls for extra 
taxes or additional thrift to support it. Purchase tax auto- 
matically provides an addition to the exchequer surplus, 
and direct restrictions on the availability of goods on the 
home market increase private thrift. 

(2) The case against purchase tax, and other more direct 
restrictions, is then, or should be, not so much that they 
reduce consumption, as that the pattern of the consumption 
so reduced is distorted. The argument is, or should be, 
that other forms of taxation, which leave more freedom to 
the individual to lay out his expenditure in accordance with 
true economic costs, would be preferable. The argument is 
not convincing. Repercussions on the amount of work 
done, on the amount of enterprise displayed and on the 
amount of risk taken, all point to indirect rather than direct 
taxation, and to the promotion of private abstinence (carry- 
ing the accumulation of private wealth with it) rather than 
to taxation. Furthermore, purchase tax and direct restric- 
tions can discriminate as between the individual circum- 
stances of different persons more justly than can direct taxa- 
tion, which can take account only of income and family, 
and they can discriminate as between commodities so as to 
secure the least possible unfavourable shift in the terms of 
trade resulting from an increase in exports. 

(3) There is a more general distributional consideration 
which points to making the home market less profitable 
rather than the overseas market more profitable. Devalua- 
tion involves an internal redistribution of income in favour of 
those engaged on export,” which is avoided (in fact more than 
that) by the alternative course. 

(4) Devaluation requires, in some degree, international 


1 In particular instances the purchase tax may, of course, be so heavy that a 
reduction in the rate of tax would increase the yield. Its effects can, however, 
be analysed as a mixture of a revenue-producing tax and of a direct restriction 
on consumption. (A penal tax yields no revenue and produces the same effects 
as a complete prohibition on domestic sales of the taxed commodity.) 

2 This, rather than any doubt whether the effect on the balance of payments 
would be favourable rather than unfavourable, was the right reason for having 
delayed devaluation until September 1949, by which time our supply of exports 
had become reasonably elastic. 
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consent, and is liable to be imitated by competing countries, 
which are less likely to follow the example of a more direct 
imposition of austerity. 

(5) The business-man does not necessarily react in the 
same way when it is a question of choosing between a very 
profitable overseas market and a moderately profitable home 
market as when it is a question of choosing between a moder- 
ately profitable overseas market and an unprofitable (or 
absolutely limited) home market. In some ways the stick is 
more effective than the carrot. The business-man is not 
always interested in making the maximum profit, least of 
all with present rates of taxation. 

The opening up of a hitherto undeveloped export trade 

makes heavy demands on his energies. It is not only a 
matter of working up new contacts through intractable 
channels, but of devising special selling methods and special 
types of products, and often, if real and permanent success is 
to be achieved, of organising the supply of spare parts and 
‘servicing facilities. Although the calculation, which must, 
of course, allow adequately for the expenses and risks in- 
volved, may point to a financial advantage to be secured by 
diverting to overseas markets, all too often mental inerti> will 
determine the issue the other way. But this psychological 
barrier to enterprise, which is not easily overcome by the 
lure of additional profit, is far less effective when it is a question 
of keeping the business-man’s works occupied and his labour 
force employed. Faced with the prospect of loss of trade, 
involving not merely a decline of profits but a reduction of 
output, the business-man will be much more ready to seek 
alternative outlets. 

(6) Delivery dates—and, more generally, readiness to 
quote at all—are, quite apart from price, a powerful factor 
influencing the placing of orders by overseas buyers. In the 
ideal world of the laissez-faire economist the price will always 
adjust itself so as to keep the order book in reasonable 
shape. But the business-man is often loth to rely entirely on 
the price mechanism, and delays in delivery, and refusal to 
accept orders, are part of the process of reconciliation of 
demand with supply at times of active trade. Such dis- 
appointments are more readily served out to an unknown 
overseas buyer than to an old-established customer in the 
home market. But if delivery to the domestic market is 

limited by force majeure in the form of a Government control, | 
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or if purchase tax, which the business-man regards as some- 
thing added on by the Government to the price which he 
determines, curtails domestic consumption, the scales are 
adjusted in favour of overseas customers. 


I come now to longer-term considerations. The first, and 
the most important, turns on the discontinuity in the relationship 
between demand and output. As demand is reduced, there comes 
a point, at which demand is still finite, but at which, if sufficient 
time is allowed, output is reduced to zero. And, still more em- 
phatically, a finite demand has to be established before any output 
is forthcoming at all. This discontinuity is, of course, a mani- 
festation of the economies of large scale, but for the present we 
will deal with it in isolation and assume that once output is 
established no further economies result from expansion (the purely 
accounting economies associated in the short period with the 
spreading of overhead costs over a larger output have been ade- 
quately discussed above, where it was, however, assumed that 
some output would always be forthcoming). Let us consider a 
case in which the reduction in home trade is very drastic, so that 
despite the maintenance of overseas demand, production becomes 
so unprofitable as to be abandoned altogether. The whole of the 
exports would then be lost. It is, of course, most unlikely that a 
whole industry would close down in this way, unless we are con- 
sidering the effect on exports, not of a modest decline in home 
trade, but of a very heavy decline or of the complete elimination 
of the home market. So long as the decline is not so great as to 
cause the complete abandonment of the whole of the production, 
the effect on exports will be favourable rather than adverse. But 
what is meant by “the whole of the production? ’’ Under 
conditions of perfect competition it would mean the whole industry 
producing the particular commodity in question. With im- 
perfect competition the matter is more complicated. The closing 
down of a single firm in an imperfectly competitive industry may 
result in a loss of exports which outweighs the increase in the 
export trade of other firms in the same industry which, after the 
decline of domestic demand, continue to produce but sell at lower 
prices. 

Here it is fair to point out that many of those who clamour for 
a reduction of purchase tax, or for its elimination, would take a 
different view if the tax was a uniform one. It is its discrimina- 
tory incidence of which many critics complain—the fact that it 
falls at different rates on different commodities and, more par- 
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ticularly, that “utility goods ’”’ receive preferential treatment, 
which usually takes the form of complete exemption. What is 
advocated is a reduction of the higher rates of tax, so as to narrow 
the range of discrimination, and what is often in mind, though this 
is not always made very clear, is the danger of complete elimina- 
tion of particular products and varieties. 

But repercussions on exports of other products must be brought 
into the argument. It is likely that a cut in the rate of purchase 
tax on a particular article would result in a loss of revenue, and 
unless this effect was balanced by increases in other taxes, the 
total amount of resources applied to export would probably suffer 
a decline as a result of the diversion of resources to production 
for the home market of the article on which the concession was 
granted. 

That is a fair point to make against those who advocate such 
concessions. But it would be unfair to regard it as conclusive. 
It is possible, now that we are contemplating a change in the 
composition of exports, that the same, or a smaller, amount of 
resources devoted to export would yield a larger return in foreign 
currency—in other words, that the terms of trade would move in 
the country’s favour as a result of opening up (or reopening) lines 
of export in which it enjoys advantages compared with some of 
the lines to which it has been obliged to resort. 

Formally valid, ‘his line of argument, at any rate when applied 
to limited periods of time, makes severe demands on its factual 
basis. The inflationary effect of any concession on purchase tax 
is a factor pulling strongly in the opposite direction (except if the 
consequent shift in consumption into the more highly taxed 
sectors increases the yield of the tax despite the reduction in its 
average rate, or if other taxes are increased by way of compensa- 
tion). Secondly, it is necessary to demonstrate that the high 
discriminatory tax makes the production of a particular article 
so unprofitable that it is not going to be available at all, despite 
the opportunities of export. Such situations would seem too 
rare to justify entrusting to this slender foundation the case 
for large-scale concessions. Craftsmanship plays an important 
part in the success of British export trade, but it has yet to be 
demonstrated that the concentration of domestic demand on to 
the cheaper varieties has to any important extent led to a complete 
cessation of production of high-grade products. Also a sense of 
proportion must be preserved as to the order of magnitude 
involved. Our total exports of apparel, for example, in 1938 
amounted to a mere £8} million (in made-up form). Nor must it 
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be assumed that the foreigner’s taste is invariably consistent with 
that expressed by a lively domestic demand. (It appears that 
O.E.E.C. have thought it necessary to take steps to adapt the 
production of European craftsman so as to meet the fancies of 
the American market.) Indeed, there is a danger, illustrated by 
some of the utterances on the subject of purchase tax by officers 
of the Dollar Exports Board, that our industrial leaders, obsessed 
with a desire for a more profitable home market, are failing to 
take adequate account of the enormous unexploited opportunities 
which exist overseas for catering for the needs of the masses, who 
want cheap goods rather than the luxury products the export of 
which purchase tax is said to be prejudicing. 

The case for the importance of the home market becomes, of 
course, stronger the longer the period of time which is brought 
under review. If one begins by adopting a historical point of 
view it is clear that there are many cases of varieties of goods 
which are successfully and usefully sold in overseas markets but 
which would not have come into being at all if in the past the 
domestic marzet had been significantly smaller. Any attempt 
at quantitative assessment seems hopeless, and in any case the 
quantitative importance of the argument depends enormously on 
whether we are discussing the hypothetical effect, which would 
not be large, of having had a moderately smaller domestic market 
or, to go to the other extreme, the effect, which would be very 
large indeed, of having had no domestic market at all. It is at 
this point of the argument that it becomes relevant also to intro- 
duce the economies of large scale, and the reasoning follows much 
the same line as the infant industry argument for protection. 
The issue is once again the influence on the terms of trade of the 
composition of a country’s exports, and also the actual physical 
efficiency of individual industries. 

One particular form of this argument, aimed against the 
purchase tax, is illustrated by the following quotations from 
the Report of a British Textile Marketing Mission, sponsored 
by the Dollar Exports Board and various textile trade 
associations : 

“ Successful trade with the U.S.A. demands a high degree 
of experimentation: but experiments sometimes fail and 
the goods in question must be disposed of somehow. If 
possible, however, they should not be jobbed off in the U.S.A. 
where they may damage the goodwill and prestige of other 
British fabrics . . . but non-utility goods are difficult to 
sell in the home market because customers are reluctant to 
pay the high prices caused by purchase tax. The result is 
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that manufacturers and converters in Britain have far too 
little freedom to create new weaves and designs.” 4 


This consideration cannot, of course, be entirely ignored, but 
it is difficult to believe that it can outweigh the other relevant 
considerations, and in particular the danger that a dominant 
home market may dictate the style of the goods that the exporter 
attempts to sell overseas.” 

However, the intrusion of really long-period considerations 
does secure much more plausibility for the view that a sub- 
stantial home trade contributes to the efficiency of export trade. 
But it is still necessary to exercise caution in arriving at any general 
conclusions. 

In the first place, it is easy to exaggerate the importance of a 
large domestic market, as opposed to a large total (world) market, 
for the development of new products. The Lancashire cotton 
industry is, or rather was—in the days when it could be regarded 
as one of our leading industries—an obvious example, but there 
are many others for which the proportion of the product exported, 
at the time when the industry was being built up, was very sub- 
stantial. The extreme example is, of course, the Swiss watch 
industry, which exports 94% of its output (together with probably 
a further 3°% through tourists), and ousted an American industry 
which at one time held the international field.® 

In the second place, a world market has some positive advan- 
tages over a domestic market in building up an efficient industry. 
International competition is far more bracing than the com- 
petition which usually prevails in the domestic market. The 
reason for this more predatory character of international com- 


1 Dollar Sales : 4 (Dollar Exports Board), p. 90. 

2 The same Mission, in the same Report, refer to climatic differences and mention 
that British exporters ‘‘ tended to send fabrics which were too heavy to be accept- 
able throughout the market. There are few places (one is San Francisco) where 
the heavier fabrics are saleable.” Also ‘‘ wherever we went most British colours 
were criticised as being too drab.... There is an overriding demand in all parts 
of America for colours to be brighter and more intense than they are in England.” 
(Ibid., p. 83.) 

3 It is too easy to dismiss the Swiss watch industry as a peculiar exception. 
In the discussion at the Annual Meeting of the Royal Economic Society, 
Professor R. S. Edwards gave the following figures for the proportion of output 
exported by a number of leading Swiss industries (these figures will be reproduced 
in Industrial Research in Switzerland, by R. 8. Edwards in collaboration with 
C. La Roche) : 


Pharmaceuticals 80-90%. 

Dyestuffs 90%. 

Machinery, instruments and apparatus 60%. 
Textile machinery 80% or higher. 
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petition lies partly in the price-fixing and other restrictive arrange- 
ments which rule a good deal of domestic trade. But no doubt a 
more important reason is that a different kind of relationship 
exists between competitors in different countries from that be- 
tween competitors in the same country. One of the mysteries 
that faces the reader of the various reports published by the 
Anglo-American Productivity Council, and similar documents, is 
why it is that in this country competition has failed to secure 
improvements which are common form in the United States. 
(But, of course, their introduction into the United States cannot 
be attributed to international competition. One partial explana- 
tion may be that domestic competition is more intense in the 
United States than in this country, a business-man being readier 
to filch a customer away from a competitor.*) 

In the third place, the fact that we are now dealing with long- 
period tendencies does not in any way reduce the force of the 
argument used above about the importance of business-men’s 
thoughts and actions being geared to the requirements of over- 
seas markets rather than of the domestic market. It is a mistake 
to suppose that the variety of styles and patterns elicited by an 
active home demand is necessarily appropriate, as regards either 
nature or multifariousness, to the most efficient exploitation 


of foreign tastes. There is a serious danger of the supposed 
economies of large scale becoming actual diseconomies of short 


runs. 

But bygones are bygones. There is nothing that can be done 
about the past, other than to make the best possible use of the 
heritage which it has left us. But exploitation of an existing 
situation which is prompted by purely short-period considerations 
may result in long-term damage, and, looking a long way ahead, 
we have to ask ourselves whether the relevance to efficient export 
trade of substantial home trade is going to be as great in the future 
as it has been (in so far as it has been) in the past. The difficulty 
of generalisation becomes greater than ever. But it seems safe 
to say that once an industry has been established—and, more 
narrowly, once the production of a particular variety of product 
has been established—it depends much less on the size of the home 


1 “Those British firms which have gained experience in selling in the 
American market will unquestionably have so improved their efficiency, marketing 
techniques and knowledge of consumer requirements that they will have a far 
greater chance of maintaining their position in changed conditions. Contact with 
the American market keeps salesmen, designers and production staffs on their 
toes and gives them a healthy injection of new ideas.” Dollar Sales: 4—Report 
of a British Textile Marketing Mission (Dollar Exports Board), p. 20. 
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market than did its original establishment. The thresholds for 
entry and for exit are at very different heights, and many of 
the economies of scale are irreversible. The danger is, however, 
that the new industries, and the new products, on which efficient 
development will depend, will fail to come into being at all—or 
fail to be produced on a scale adequate for efficiency. If it were 
a question of having no potential home market at all, or only a 
very small one, for such products, the argument directed to this 
danger would be strong. But the practical question is one of 
rather more or rather less. If one tries to arrive at a conclusion 
by suggesting that in general, though with numerous exceptions, 
the arguments in favour of a somewhat limited home demand are 
decisive even in the long run, that is not to say that it is not of 
great importance to secure for industry every possible opportunity 
and incentive to develop new products. 

Perhaps I can best sum up as follows. I would agree that 
from a long-term point of view nothing could be worse than 
forcibly to divert into temporarily starved overseas markets the 
products of manufacturers whose minds are wedded to the idea 
of a fairly speedy resumption of normal access to the domestic 
market. What is wanted is a complete change of attitude of 
mind and a ready acceptance of the fact that in many lines it will 
remain necessary to export a far higher proportion of output than 


would before the war have been regarded as tolerable (though 
incidentally the necessary proportions would often seem modest 
when compared with the proportions ruling in the era which 
ended in 1914). 


R. F. Kann 
King’s College, 
Cambridge. 


No. 242.—vo.. Lx1. 





SOUTH AFRICA’S BALANCE OF PAYMENTS AND 
THE STERLING AREA, 1939-50 


In the first part of this article available information about 
South Africa’s balances of payments over the last eleven years 
is set forth, and the principal causes of the remarkable changes 
therein are examined. The second part of the article is devoted 
to an examination of the relationship between the balance of pay- 
ments and the state of credit in South Africa, and the third part 
of the article to an analysis of South Africa’s recent contribution 
to the gold and dollar reserves of the rest of the sterling area. 


I 


The dual role of gold in the South African economy—as the 
Union’s principal export and as a monetary medium—gives rise 
to some difficulty regarding the meaning to be assigned to the 
term ‘‘ South Africa’s balance of payments.” It is possible to 
take the view that only gold shipped abroad should be included in 
the balance of payments. On this view, however, the balance of 
payments in any year would depend partly upon the extent to 
which gold had been converted during the year into foreign ex- 
change. A definition which makes a country’s balance of pay- 
ments depend upon decisions as to the form in which its inter- 
national currency reserves are to be held is unsatisfactory. A 
preferable alternative, adopted in the official calculations made by 
the South African Reserve Bank, and in this article, is to include 
in the balance of payments gold production less net gold con- 
sumption in the Union. It must, however, be recognised that, 
on this way of looking at the matter, a shift in South Africa’s 
balance of payments may be attributable not to any change in 
foreign trade or foreign lending but to a change in the amount of 
gold produced. 

If gold production less net gold consumption in the Union is 
included in the balance of payments, there is as much, or as little, 
justification for regarding it as a credit item on current account 
as there is for so regarding, e.g., exports of coal. South Africa 
is not alone in balancing her balance of payments on current 
account, when indeed it is balanced, by exploiting “ wasting 
assets’; but the extent of her dependence on “ wasting assets ” 
for this purpose is unusual. 

South Africa’s reserves of gold and foreign exchange are con- 
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centrated almost entirely in the hands of the South African 
Reserve Bank. Throughout the war the gold and exchange 
holdings of the Reserve Bank mounted rapidly and steadily, 
rising from £46 million in August 1939 to £267 million in December 
1945. The principal reasons for this were that gold production 
and commodity exports were higher in value than before the war, 
that substantial payments were made to South Africa by the 
United Kingdom on defence account, that considerable sums were 
brought into the country by evacuees, and finally that the effects 
of rising import prices were largely offset by a fall in the volume 
of imports.+ 

It is not possible to allocate these favourable balances of pay- 
ments between current account and capital account. External 
public debt was repatriated to the extent of £73 million during 
the war, and there was also a considerable transfer of South 
African gold-mining shares and other securities from British to 
South African ownership. All that it is possible to say is that to 
the extent that debt repatriation, public and private, exceeded 
the inflow of new capital, such as that brought in by evacuees, 
South Africa’s favourable balances on current account from 
August 1939 to December 1945 exceeded the £220 million by which 
the Reserve Bank’s gold and foreign-exchange holdings increased.? 

There was reason to hope that this accumulation of liquid 
reserves, together with current earnings of foreign exchange, 
would suffice to finance without embarrassment post-war imports 
on a level which was bound for some time to be abnormally high. 
These hopes were disappointed. 

It is only since 1946 that detailed estimates of South Africa’s 
balance of payments have become available. These estimates, 
prepared by the South African Reserve Bank, may be set forth in 
the form shown in Table I. 

Thus over these four years South Africa’s aggregate un- 
favourable balances on current account are estimated at £521 
million. The unfavourable current-account balances in 1947 and 
1948 amounted to well over 20% of the net national income. 
These unfavourable balances were accompanied by a reduction 
over the four years of £160 million * in the Reserve Bank’s gold 


1 Over the six years 1940-45 imports averaged £111 million, as compared 
with an average of £81 million from 1933 to 1939, and a pre-war peak of £103 
million in 1937. 

? To treat the Reserve Bank’s gold and foreign-exchange holdings as the 
residual item in the country’s balance of payments is to ignore changes in the gold 
and exchange holdings of other banks, etc. This involves no considerable error. 

* Which would have been £193 million had it not been for revaluation of the 
Reserve Bank’s gold holdings in 1946 and again in 1949. 











292 THE ECONOMIC JOURNAL [JUNE 


TABLE I 
South Africa’s Balances of Payments, 1946-49 1 


(£ millions) 



































1946. | 1947. | 1948. | 1949, 
Imports (f.0.b.) . —212 —299 —351 —312 
Exports (f.o.b.), excluding gold and ships’ 
stores . 88 96 131 138 
Balance of trade . , ° ° - | —124 —203 —220 —174 
Invisibles (net) . — 42 — 737| — 46 — 51 
Gold — less net gold consump- 
tion : 102 97 99 114 
Balance on current account . - | — 64 —179 —167 —1l11 
Official capital transactions * —- | — 6 3 3 
Private capital movements,‘ errors and 
omissions . ° ° . ° 19 180 82 45 
Total balance . . - | — 46 | — 5 — 82 | — 63 
! ! 
Financing of transactions : 
From foreign- ee holdings , 52 | — 39 | — 615 565 
Gold transfers . ° ° -| — 6 +4 143 7 
63 


| 46 | 5 | 82 








1 Including South-west Africa. Figures from the South African Reserve 
Bank Quarterly Bulletin of Statistics. Certain official transactions—a £3 million 
dollar drawing from the International Monetary Fund in 1948 and a £3 million 
sterling loan raised in London in 1949—shown here under “‘ official capital trans- 
actions,” are shown in the source not as autonomous items in the balance of 
payments, but as means of financing autonomous transactions. This affects the 
“* total balance ”’ shown for these two years. 

2 Including £25 million lend-lease settlement to the United States. 

8 Not including the gold loan to the United Kingdom, which is better regarded 
as a decision to convert £80 million of gold into sterling than as an autonomous 
item in the balance of payments. 

4 Including trade credits. 

5 Regarding the sterling equivalent of the £80 million gold loan to the United 
Kingdom as included in foreign-exchange holdings. 


holdings and £11 million in its foreign-exchange holdings. Net 
private capital imports—a residual item and therefore subject to 
a considerable margin of error—are estimated at no less than 
£326 million over the four-year period. 

There was a large deficit both with the sterling area and with 
the non-sterling area. The magnitude of the latter especially 
gave grounds for concern. Of the total net current deficit in 
respect of all items other than gold the non-sterling area accounted 
for £97 million (58%) in 1946, £185 million (67%) in 1947, £181 
million (68%) in 1948 and £113 million (50%) in 1949. 

The annual figures do not reveal the turning points in South 
Africa’s dealings with the rest of the world, which can be seen from 
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the accompanying chart (p. 293) showing changes in the Reserve 
Bank’s gold and foreign-exchange holdings. A decisive turning 
point was reached in March 1946, after which the Reserve Bank’s 
gold and foreign-exchange holdings began to run down. Re- 
valuation of the Bank’s gold holdings in June 1946 caused the June 
and July figures slightly to exceed the March total. The trend, 
however, was steadily downwards until June 1947, when the 
Reserve Bank’s gold and exchange holdings were £79 million lower 
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than they had been in March 1946. But for the revaluation the 
difference would have been £98 million. During the next nine 
months capital imports reversed the flow, and by March 1948 the 
Reserve Bank had recovered all but £11 million of the gold and 
foreign exchange it had held two years earlier.1 Thereafter, with 
the drying up of capital imports, the flow was inexorably outwards, 
the Reserve Bank losing, in the seventeen months from March 
1948 to August 1949, no less than £214 million in gold and foreign 
exchange, or nearly the whole amount which it had accumulated 
during the 64 years following August 1949. In August 1949 its 
gold and foreign-exchange holdings were valued at £54 million 
(including the remaining £12-5 million of the gold loan) compared 


1 The £80 million gold loan to Britain, transferred in February 1948, being 
regarded as constituting a part of the foreign-exchange resources of the Bank. 
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with £46 million in August 1939. The wheel had turned full 
cycle. In December 1946, when the gold-reserve ratio stood at 
91-4% of the Reserve Bank’s total liabilities to the public, it would 
have been hard to believe that the law requiring the Bank to 
maintain a 30% gold cover would shortly have to be amended if 
it were not to be infringed. 

The basic causes of the unfavourable balances were first, 
the enormous increase in imports, secondly, the sharply adverse 
movement in South Africa’s terms of trade, and thirdly, the fall 
in gold production. 

There was, in the first place, a very large back-log in the 
demand for imports both of consumers’ goods and of capital goods. 
Added to this was the new demand for goods of both categories 
arising out of the growth of population and industrial develop- 
ment—in particular, the opening up of new gold-fields, the 
expansion of the steel and allied industries, and the provision of 
facilities and services in connection with these developments. 
The abundance of money which was the counterpart of the war- 
time accumulation of gold and foreign exchange, and which 
capital imports played a large part in maintaining, provided the 
means for meeting these demands, and the Government was slow 
to take action to restrain the demand. The f.o.b. value of im- 
ports accordingly rose from an average of £81 million in the seven 
(on the whole prosperous) years before the war to £212 million in 
1946, £299 million in 1947, £351 million in 1948 and £312 million 
in 1949. The trade returns do not distinguish between con- 
sumers’ goods and capital goods. If the f.o.b. value of imports 
is corrected for changes in the price index for imported goods,” the 
volume of imports (1938 = 100) is found to have stood at about 
130 in 1946, 170 in 1947, 177 in 1948 and 144 in 1949. 

There are penalties as well as advantages in the role of the 
world’s largest gold producer. Not only had the price of South 
Africa’s principal export remained practically unaltered since the 
beginning of the war, while import prices more than doubled. 
There was also the fact that the gold-mines, squeezed between the 
fixed price of gold and the rising level of costs, were unable to 

1 The reserve ratio was reduced to 31:6% in September 1949, but under an 
amendment of the Reserve Bank Act which came into effect in October 1948 the 
Bank was permitted to deduct from its liabilities to the public, for the purpose of 
calculating the reserve ratio, an amount equal to the book value in Union currency 
of its assets held outside the Union. On the former basis of computation the 
reserve ratio would have been about 25% in September 1949. The same 
amending Act reduced the minimum gold reserve ratio from 30 to 25% of the 


Reserve Bank’s liabilities to the public. 
2 165-4 in 1946; 177-4in 1947; 199-1 in 1948; 217-5 in 1949 (1938 = 100). 
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maintain gold production at the levels reached in the early years of 
the war. From a peak of 14-4 million fine ounces in 1941, gold 
production fell to between 11 and 12 million fine ounces in each of 
the years 1946 to 1949. 

Th» capital imports which enabled South Africa to sustain 
such large unfavourable balances of payments on current account 
came almost entirely from the sterling area, and fell into three 
categories. There was, first, genuine investment capital seeking 
profitable investment in the new gold-fields and other develop- 
ments; secondly, “ hot money ” seeking only a safer refuge; and 
thirdly, repatriation of balances held by South African concerns 
overseas as working balances or in anticipation of future com- 
mitments. No estimate is available of the proportions in which 
the capital flow was divided into these three by no means clearly 
separable streams. The Governor of the Reserve Bank has 
however, stated that— 


“as far as we have been able to judge, the greater part of the 
capital inflow has come to be invested in due course, mainly in 
securities purchased on local stock exchanges, subscriptions to 
new capital issues, real estate ... and branch or sub- 
sidiary factories.”’ } 


It will be observed that it was not until 1947 that the inflow 
became important. The greater part of it came in during the 
second half of 1947 and the first four months of 1948 (the period 
during which the depletion of the Reserve Bank’s gold and ex- 
change holdings was temporarily reversed). The inflow slowed 
down appreciably towards the end of 1947, but revived again in 
February 1948 after the depreciation of the French franc. 

It has been said that the authorities were slow to take action 
to check over-spending upon imports. It may be that the out- 
going Government was reluctant to take unpopular action shortly 
before the general election in May 1948, and the incoming Govern- 
ment equally reluctant to do so immediately after taking office. 
But by November 1948 action could no longer be delayed, and the 
Government decided to introduce a system of rationing foreign 
exchange for imports from non-sterling countries. At the same 
time the import of certain non-essential goods was prohibited alto- 
gether, whatever their source. These measures slowed down, 
though they did not entirely stop, the drain on the gold and 
dollar reserves, but led to an appreciable substitution of sterling 


1 South African Reserve Bank, Report of the 28th Ordinary General Meeting, 
1948, p. 9. (In subsequent footnotes Reports of Ordinary General Meetings of 
the Reserve Bank are referred to as “‘ S.A.R.B.”’) 
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for non-sterling imports, and their principal effect was to divert 
pressure from the Reserve Bank’s gold and dollar reserves to its 
sterling reserves. In February 1949 the Minister of Finance found 
it necessary to announce not only that the list of prohibited 
imports from all countries would be considerably extended, but 
also that general control would be imposed on imports from the 
sterling area as soon as possible, in the form of import licences. It 
was furthermore announced that the system of commodity control 
would likewise be imposed on imports from non-sterling countries 
after the expiration of the first quota year on June 30, 1949. This 
announcement, however, was made four months before the 
machinery for administering the new scheme could be brought into 
being. The announcement was, not unnaturally, followed by a 
rush to beat the import ban, with the result that the Reserve Bank’s 
sterling resources were further depleted by no less than £60 
million during these four months, of which £50 million took the 
form of repayments in successive instalments of the gold loan to 
Britain. 

Under the new system of control the general aim of the Gov- 
ernment was to limit payments for imports from sterling and non- 
sterling countries to the amount of foreign exchange available for 
such purposes from current earnings and capital receipts. The 
full effects of the new control could not, however, be felt at once, 
for there remained a substantial carry-over of supplementary 
exchange quotas for imports from non-sterling countries allocated 
under the earlier rationing scheme, and of goods from the sterling 
area which had been shipped or had entered the Union before the 
zero dates, and which had still to be paid for in sterling. In July 
the Reserve Bank’s gold and foreign-exchange holdings fell by a 
further £13-6 million. In August the position deteriorated by 
only £1-9 million, and in September there was a net gain of £0-4 
million. But before the end of September the scene had been 
transformed by devaluation. 

Besides import control and devaluation, other steps taken with 
a view, in part at least, to improving the country’s foreign- 
exchange position included, inter alia, the establishment of the 
National Finance Corporation, one of the objects of which was to 
facilitate the participation of foreign capital in South African 
economic development by issuing debentures abroad; the sale, 
with the permission of the International Monetary Fund, of limited 
amounts of gold at a premium; ! and the raising by the South 


1 Sales of gold at a premium were of two distinct kinds. In the first place, 
£754,000 of semi-finished gold was sold by the Reserve Bank, early in 1949, to a 
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African Government of loans in the United Kingdom, the United 
States and Switzerland.* 

There would seem to be no doubt that prompter and more 
effective action to check over-spending upon imports would have 
been in the Union’s interests. Imports included, it is true, much 
badly-needed equipment. But expenditure upon consumers’ 
goods was somewhat lavish in view of the country’s requirements 
for reconstruction and development, and the limited means of 
paying for these. Nor was all imported capital equipment well 
chosen. The Governor of the Reserve Bank drew attention 
in 1948 to the “ample evidence of the establishment of non- 
essential or uneconomic industries in the Union.” * Up to the 
end of 1947 greater restraint in the purchase of South African im- 
ports would also have lessened the drain on the gold and dollar 
reserves of the rest of the sterling area. 

Devaluation benefited the South African balance of payments 
in several distinct ways. It increased the purchasing power of 
gold in terms of devalued currencies, and at the same time pro- 
moted an increase in the production of gold. It enhanced the 
opportunities for the profitable investment of foreign capital in 
South Africa. The fact that imports were one-third lower in the 
nine months following devaluation than in the nine months pre- 
ceding it * is to be attributed primarily to import control, but the 
30% increase in the value of non-gold exports over the same 
period can be attributed in part at least to the effects of devalua- 
tion. It is estimated that an unfavourable balance on current 
account averaging £38 million per quarter in the first three quarters 
of 1949 was converted into a favourable balance of £4 million in the 
last quarter of 1949 and of £9 million in the first quarter of 1950, 
though there were again small unfavourable current balances, 





firm of bullion-brokers at a price of $38-20 per fine ounce, subject to the under- 
taking that it would not be used for monetary purposes. Secondly, and more 
important, the Transvaal Chamber of Mines was later permitted to sell gold at 
& premium directly to overseas and local manufacturers of gold products. By 
March 31, 1950, the producers had realised £17,850,000 from these direct sales, 
the net premium amounting to about £1,800,000, or 11% over the official monetary 
price. The Union Government required the producers to recover hard currency 
from the purchasers to the extent of at least $35 per fine ounce (S.A.R.B., 1949 
and 1950). 

1 By March 31, 1950, the Union Government had borrowed £9 million in 
London, £4 million in the form of a revolving dollar credit from a group of 
American banks and £3 million from a group of Swiss banks. These loans were 
all raised after devaluation, attempts to borrow before devaluation having proved 
unsuccessful. 

2 S.A.R.B., 1948, p. 14. 

3 Imports, however, rose from £58 million in the first quarter of 1950 to £69 
million and £55 million respectively in the two following quarters. 
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estimated at £4 million and £10 million respectively, in the second 
and third quarters of 1950. Not only was there an end, for the 
time being, to unfavourable balances on current account. In 
addition, capital began once more to flow into the Union in sub- 
stantial quantities. As compared with a net capital outflow 
estimated at £8 million in the first half of 1949, £89 million of 
overseas capital (including the £16 million raised by the Govern- 
ment which has already been mentioned) is estimated to have 
come into the country in the twelve months following devaluation.! 
The result was that the Reserve Bank’s gold and foreign exchange 
reserves rose from £54 million in September 1949 to £153 million 
in June 1950 (of which increase £14 million was accounted for by 
revaluation of the gold holdings). There was, however, a drop 
of £5 million in the third quarter of 1950. 

The improvement in the balance of payments after devaluation 
was so marked that the Government soon considered it possible to 
relax import control in several respects. The implications of the 
revised system of import control announced early in 1950 are 
discussed below. 

In South Africa, as in other countries which devalued their 
currencies, rises in prices and costs are eating into the gains from 
devaluation,? and the expansion of imports in the second and 
third quarters of 1950 suggests that the balance of payments 
on current account is still precarious. But, provided the necessary 
labour can be obtained, gold production should increase consider- 
ably in 1951, when two new mines are expected to come into 
production, and still more in subsequent years. Other invest- 
ments too, for example in the steel industry, will start to bear 
fruit in the form of local products capable of replacing imports. 
Increased defence requirements may, however, reduce the scope 
for further relaxation of import controls. The future level of 
capital imports is impossible to forecast, but if nationalisation 
of the iron and steel industry in the United Kingdom is carried 
through, it is possible that a good deal of “‘ ex-steel ” money may 
find its way to the Union. While it would be premature to assert 
that balance-of-payments difficulties have been overcome, there 
are signs that shortages of foreign exchange and of capital may now 


1 The capital inflow has, however, been at a diminishing rate—£39 million in 
the last quarter of 1949, £26 million, £16 million and £8 million respectively in 
the three following quarters. 

2 That the wholesale price index rose only by 6-1% and the retail price index 
only by 4:8% during the nine months following devaluation must, however, be 
considered fairly satisfactory in view of the very large part played by imports in 
the South‘African economy. 
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give way to a shortage of manpower as the Union’s major economic 
pre-occupation. 


II 


Because of the magnitude and variability of South Africa’s 
international transactions in proportion to the size of the national 
income, the balance of payments exerts#*a dominating influence 
over the quantity of money in circulation and the state of credit 
inthe Union. A period in which the balance of payments behaved 
as erratically as it has done recently was bound to be a period of 
unusual difficulty for the monetary authorities. Even if the com- 
mercial banks had kept the amount of their advances and dis- 
counts stable despite remarkable changes in their cash reserves, 
the quantity of money, at the mercy of a tug-of-war between com- 
modity imports on the one hand and imports of capital on the 
other, would have risen and fallen in embarrassing fashion. 
When account is taken of the fact that shifts in the balance of 
payments directly affect not only the quantity of money but also 
the volume of bankers’ deposits with the central bank,? and 
therefore the cash ratios of the commercial banks, it is evident 
that there might have been most startling changes in the state of 
the South African money market during this period. From £21 
million in August 1939 bankers’ deposits with the Reserve Bank 
climbed with scarcely any interruption to £190 million in February 
1946; they fell to £126 million in June 1947, and rose again 
to £184 million in March 1948; fell to £36 million in July 1949, 
and had climbed back to £68 million in June 1950. Though it 
has never been the practice of the South African commercial 
banks to aim at maintaining low and stable cash ratios on the 
English model 2—safe outlets for short-term funds in South 
Africa being insufficient to make such a policy practicable— 
nevertheless, changes of this magnitude in the commercial banks’ 
“cash with the central bank” could scarcely fail to be associated 
with very large changes in the amount of commercial bank credit. 


1 Bankers’ deposits, created when the Reserve Bank buys gold from the 
mining houses, are, broadly speaking, extinguished as and to the extent that 
foreign exchange into which the gold is converted is sold to the commercial banks 
or the public for the purpose of making payments abroad. Ceteris paribus, when 
Reserve Bank purchases of newly-mined gold are more than sufficient to discharge 
South Africa’s payments abroad, bankers’ deposits mount up; when Reserve Bank 
purchases of gold are less than sufficient for this purpose, bankers’ deposits run 
down. That bankers’ deposits in South Africa over the period under review have 
been influenced more by the balance of payments than by all other factors taken 
together is shown clearly enough in the chart on p. 293. 

2 If this had been the practice of the South African commercial banks it would 
obviously have been necessary, as in Australia, to take steps to “‘ sterilise ’’ in some 
way a large part of the “‘ surplus ” bankers’ deposits. 
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In their efforts to control the state of credit the authorities 
had to operate in a narrow, undeveloped and somewhat un- 
responsive money market.1 The very fact, moreover, that the 
commercial banks do not aim at maintaining a low and stable 
cash ratio, and were in possession, throughout nearly the whole 
of the period under review, of large amounts of surplus cash, 
weakened the efficacy of traditional central bank instruments of 
control. The South African Reserve Bank, however, possesses 
one great advantage in its dealings with the commercial banks. 
Since 1926, with the exception noted above,? it has been the sole 
channel for the disposal of newly-mined South African gold. The 
sale of gold abroad is the country’s most important single source of 
foreign exchange, and since it is the Reserve Bank which (normally) 
sells the gold it is to the Reserve Bank that a large part of South 
Africa’s foreign-exchange earnings normally accrue in the first 
instance. This means that for all their customers’ foreign 
exchange requirements over and above the exchange accruing in 
respect of transactions other than the sale of gold, the commercial 
banks must come to the Reserve Bank. Only at times when there 
is a large net inflow of capital are the commercial banks not de- 
pendent on the Reserve Bank for foreign exchange; and though 
there have been such occasions, no commercial bank could base 
its policy on a belief that such a state of affairs would be other than 
temporary. The Reserve Bank sells foreign exchange to the 
commercial banks at a “‘ bankers’ concession” 3% below its 
quoted selling price.* It is not, however, obliged to grant any 
such concession. It does not normally sell foreign exchange 
direct to the public, leaving this—one of the most lucrative 
aspects of their business—to the commercial banks. But it 
holds itself ready to all and sundry at its quoted selling price if it 
should consider it advisable to do so. This situation gives the 
Reserve Bank a hold over the commercial banks which undoubtedly 
helps to make them amenable to its views and responsive to its lead. 

Four phases may be distinguished in the history of credit con- 
ditions in South Africa over the period under review. The turning 
points correspond closely to turning points in the Reserve Bank’s 
holdings of gold and foreign exchange. 


1 C.f., e.g., Social and Economic Planning Council, Report No. 12: Central 
and Commercial Banking in South Africa, paras. 148-9. 

2 Pf. 296, n.1. 8 Social and Economic Planning Council, op. cit., para. 133. 

4 When, after the British departure from the gold standard in 1931, the South 
African commercial banks, in an attempt to suppress the speculative demand for 
sterling, resorted to exchange rationing, the Reserve Bank announced its willing- 
ness to sell foreign exchange at its daily advertised rates without question and 
without limit; and for the first (and, so far as is known, the only) time in its career, 
it sold foreign exchange direct to the public in substantial amounts. 
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SOUTH AFRICA’S BALANCE OF PAYMENTS 


(i) September 1939-—December 1945 


During this period the quantity of money in circulation } 
increased from £100 million to £349 million. Of this increase, 
nearly three-quarters was a direct result of the favourable balances 
of payments, as reflected in increased Reserve Bank gold and 
foreign-exchange holdings, and the rest reflected increased com- 
mercial bank holdings of investments, commercial bank advances 
and discounts, at £47 million, being slightly lower at the end of the 
period than at the beginning, notwithstanding their greatly 
augmented cash reserves.2_ The commercial banks’ combined cash 
ratio rose from 27-9 to 60%. A vast inflationary potential was 
built up, but, owing to physical shortages and physical controls, 
there was no great demand for ordinary commercial credit, and 
interest rates were reduced in 1941, the Reserve Bank taking the 
lead by reducing its discount rate from 34 to 3%. The velocity of 
circulation of demand deposits fell steadily from 6-2 per quarter in 
1939 to 3-9 per quarter in 1945. The repatriation during the war 
of £73 million of external public debt, besides providing the 
United Kingdom with additional gold, served to check the growth 
of the inflationary potential in South Africa. 


(ii) January 1946—March 1948 

During this period the quantity of money increased by a further 
£107 million to a peak of £456 million, but the causes were quite 
different from those operating earlier. The balance of payments 
was more or less neutral in its effects on the quantity of money, 
no less than £96 million of the additional money being accounted 
for by increased commercial bank credit, of which £73 million took 
the form of increased advances and discounts. The commercial 
banks had lowered their minimum advances rate from 5 to 44% in 
January 1946, though there had been no further reduction in the 
Reserve Bank’s discount rate, and the combined cash ratio of the 
commercial banks fell from 60% in January 1946 to 463% 
in March 1948. Not only was there much more money in circula- 
tion, but its velocity of circulation increased somewhat, especially 
in 1946. Inflationary pressures, which capital imports made it 
difficult to curb, showed some signs of getting out of hand. In 
his 1947 Address the Governor of the Reserve Bank observed 
that the rapid and continuous rise in bank advances and dis- 
counts gave the impression that a considerable amount of bank 

1 Demand deposits with the commercial banks, Government and “ other ” 
(but not bankers’) deposits with the Reserve Bank, notes and coin. 


* It is worth noticing that the war was thus financed practically without any 
net credit creation by the Reserve Bank. 
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credit was involved in the financing of goods in transit and the 
holding of stocks, and that the position demanded caution on the 
part of merchants. In October 1947 he made a specific request to 

‘the banks, at a conference convened for the purpose, not to in- 
crease credit facilities for the purpose of financing the import of 
consumers’ goods. In February 1948 it was decided, as a further 
deterrent, to discontinue the sale of forward exchange to cover 
imports of consumers’ goods.+* 

The large inflow of capital caused considerable embarrassment. 
Genuine investment capital, which would promote in time an 
increase in gold production, in other exports or in the domestic 
production of goods capable of replacing imports, was indeed always 
welcome; but “ hot money,” inflationary in its effects while it re- 
mained in the country, but liable to exert a sudden and drastic 
deflationary influence if suddenly withdrawn, was not. The 
capital exodus was, if anything, even more unwelcome to the 
United Kingdom authorities, and it is somewhat surprising that 
it was not until March 1948 that steps were taken, under the 
Union’s Emergency Finance Regulations, to impose restrictions on 
capital transfers from the sterling area to the Union.? These 
measures were directed particularly at prohibiting the inflow of 
“hot money ” and further funds for investment in real estate and 
“uneconomic ”’ activities. The Governor of the Reserve Bank 
was able to report in July 1948 that they had served immediately 
to reduce the flow of sterling into the Union. For a time freedom 
to purchase South African securities had continued to afford too 
wide a scope for capital transfers from the rest of the sterling area, 
but since May there had been no evidence of any abnormal inflow 
through that channel.? Indeed, there appeared to have been some 
repatriation of British funds lying idle in the Union.* 

The inflow had, however, distorted the whole financial picture 
inthe Union. Its effects were analysed as follows by the Governor 
in his 1948 Address : 

“Tt has . . . served to obscure the underlying adverse 


trends and to introduce additional inflationary pressure at a 
time when anti-inflationary influences were required in order 


* §.A.R.B., 1949, p. 15. 

2 For reasons for the delay, see S.A.R.B., 1948, p. 13. Restrictions on capital 
transfers within the sterling area were no new departure. Australia and New 
Zealand had both for many years applied some control over capital movements 
to the United Kingdom. 

5 May 1948 was the month in which the present Government took office, and 
uncertainty regarding its attitude towards overseas investors may have played 
some part in arresting the inflow. 

4 Loc. cit. 
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to counteract the growing disequilibrium. The inflationary 
pressure has manifested itself in various ways. It has caused 
lower money rates and higher prices for real estate, gilt- 
edged securities and dividend-paying shares than could 
otherwise be justified or maintained, with all the present and 
prospective repercussions associated with exaggerated price 
movements. It has led directly and indirectly to an undue 
demand for local and imported goods of all kinds, which has 
made it necessary to retain rigid price control over a wide 
field. What is particularly Cisturbing in present circum- 
stances is that it has revealed itself in excessive expenditure 
in the dollar area. . . . ‘Che undue stimulation of secondary 
industries has also caused a greatly increased demand for 
labour and relatively high wages, thereby diverting labour 
and materials from the gold mining industry, which under its 
present cost-price relationship cannot compete effectively with 
other industries, but which nevertheless is our principal 
source for acquiring hard currencies.”’ + 


(iii) April 1948—September 1949 

During this period the quantity of money in circulation fell 
by £108 million to £348 million. The import boom continuing, 
but the capital inflow having ceased, the balance of payments 
would have been responsible, ceteris paribus, for a drop of no less 
than £215 million in the quantity of money. Deflationary pres- 
sure was counteracted by an increase in the velocity of circulation 
and a growth both of commercial bank and Reserve Bank credit. 
The velocity of circulation of demand deposits increased from 
4-1 in the first quarter of 1948 to 5-5 in the third quarter of 1949, 
and there was also a switch, amounting to some £19 million over 
the whole period, from time and savings-bank deposits to demand 
deposits with the commercial banks. Commercial bank credit 
increased by £49 million between March and December 1948, and 
during these nine months the commercial banks’ combined cash 
ratio fell from 46-3 to 28-3%. Thereafter, under the influence no 
doubt both of the continuing drain on their cash and of a special 
request by the authorities to the commercial banks “ to contract 
credit facilities for non-productive purposes generally, and also to 
restrict advances in the case of the less essential and over- 
developed industries,” ? commercial bank credit fell off by £17 
million in the following nine months, though their cash ratio con- 
tinued to fail to 14-4% in July 1949. Interest rates began to 
harden, and a certain amount of unemployment appeared, notably 
in the building industry, for which a shortage of investment 
funds appears to have been largely responsible. The rise in prices 

1 Loc. cit., pp. 13-14. 2 §.A.R.B., 1949, p. 16. 
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and the cost of living was temporarily halted over the second half 
of 1948, though it was renewed early in 1949. Insolvencies in- 
creased significantly. “It was feared,” said the Governor of the 
Reserve Bank in his 1949 Address, ‘‘ that the decline in the 
money supply might prove unduly sharp, and that it might 
engender more deflationary pressure than would actually be 
warranted.” 1 The increase of some £56 million in the Reserve 
Bank’s advances and investments between March 1948 and 
September 1949,? most of which occurred after the end of 1948, 
was connected primarily with the Government’s borrowing re- 
quirements for the financing of a heavy programme of capital 
expenditure. A part, however, of the increase in its investments 
was the result of open-market transactions undertaken “ with 
the object of maintaining stable and orderly conditions in the 
market for Government securities as the basis of the whole gilt- 
edged market.’ * Fears of an unduly sharp dose of deflation were 
among the reasons for the Government’s decision to set up, in 
September 1949, the National Finance Corporation, owned and 
operated by financial institutions in the Union, with the declared 
object of promoting an active money market and the utilisation of 
idle capital. 

(iv) Devaluation eased the financial stringency without re- 
viving boom conditions. The quantity of money increased by 
£63 million in the twelve months following devaluation, a reduction 
of £43 million in Reserve Bank credit serving pro tanto to counter- 
act the expansionary effects of the favourable turn in the balance 
of payments. Commercial bank advances and discounts con- 
tinued to fall until May 1950, though this fall was more than offset, 
in its effects on the quantity of money, by an increase in their 
investments and by their new deposits with the National Develop- 
ment Corporation. Between May and September 1950 commercial 
and bank advances and discounts again increased by over £20 
million. The fact that the higher level of interest rates has been 
maintained and consolidated* despite the increase in the 
quantity of money is due partly to the persistence of a vigorous 
local investment demand and partly to the influence of the 
higher rates prevailing in London. Unemployment, at least 


1 Loc. cit., p. 17. 

2 Ignoring the distortion caused by the gold loan to Britain and its repayment. 

3 Loc. cit., p. 11. 

4 In October 1949 the Reserve Bank raised its discount rate from 3 to 33%, 
and the commercial banks raised their minimum overdraft rates from 44 to 5%. 
Treasury bill rates, which had been raised in the previous year, were further 
raised, Other rates followed suit. 
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among Europeans, has fallen back to a level which is probably 
not much, if any, higher than the frictional minimum. Retail 
sales in Johannesburg were, however, considerably lower in the 
first half of 1950 than in either 1948 or 1949. That the credit 
structure is now much less vulnerable to influences from abroad 
is shown in the fact that the Reserve Bank’s gold-reserve ratio 
rose from 31-6% in September 1949 to 75-6% a year later while the 
commercial banks’ combined cash ratio rose from 16-5 to 23-6%. 


III 

Thus far only the domestic repercussions of the vicissitudes in 
South Africa’s balance of payments have been discussed. What 
of their effects on the gold and dollar reserves of the rest of the 
sterling area ? 

Throughout the war, by agreement between the British and 
South African Governments, all South African gold available for 
sale (i.e., all gold not retained by the Reserve Bank) was sold to 
the United Kingdom. The amounts sold were as follows : 


£ million. 


These amounts do not represent net contributions to the gold and 
dollar reserves of the sterling area, since South Africa obtained 
United States and Canadian dollars from the sterling pool. 
Figures of the amounts so obtained before 1946 are not available, 
but they were small in comparison with the amounts of gold sold. 
The magnitude of the gold sales in 1941 and 1943 was due 
partly to debt repatriation. There was at first no stipulation 
regarding the minimum amount of gold to be sold. It is under- 
stood, however, that in each of the three years 1943-45 South 
Africa undertook, in accordance with informal agreements, to 
sell not less than £80 million of gold a year,1 the United Kingdom 
undertaking to meet South Africa’s reasonable requirements for 
foreign currencies against payment in sterling. 


1 Social and Economic Planning Council, op. cit., para. 103. The £80 million 
was presumably subject to certain deductions, for it will be observed that the 
amount actually sold was slightly less than this in both 1944 and 1945. It is 
significant that until 1943 the Reserve Bank did not accumulate sterling as a 
result of the factors making for a favourable balance of payments, but preferred 
to retain gold. During the next three years, however, sterling was allowed to 
accumulate, ‘“‘ foreign bills’ held by the Reserve Bank (consisting mostly of 
British treasury bills) rising from a monthly average of £1-4 million in 1942 to 
£59 million in December 1945. 

No, 242.—VvoL. LXI. x 
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Under the two-year gold-sales agreement covering the years 
1946 and 1947 the United Kingdom continued to meet South 
Africa’s ‘‘ reasonable requirements ” for foreign currencies, and 
the Union undertook to sell not less than £80 million of gold in each 
year to the United Kingdom, subject to a permitted deduction 
not to exceed £10 million in each year in case the Union should find 
it more advantageous to purchase dollars direct for these amounts. 
But the Union recovered its freedom to sell gold in excess of £70 
million a year elsewhere than to the British treasury, and direct 
sales of gold to New York increased rapidly. If it was hoped in 
Britain that South African drawings on the sterling area dollar 
pool would continue to be much smaller than her gold deposits, 
these hopes were disappointed. The figures in Table II confirm 
suspicions 1 that South Africa, for all her gold production, with- 
drew considerably more in dollars from the sterling area pool in 
1947 than she contributed in gold. 


TABLE II ? 


(£ million) 





1946. 





Other US. 
non- and 
ster- Cana- 
ling. dian 

dollars. 





Non-sterling purchased 
through London on South 
African account. ° 

(Less) Accruals of non-resi- 
dent account sterling, etc. 





Net payments through Lon- 
d ; 


on : , : 
Gold sold to sterling area 











Net contribution to gold and 
dollar reserves of sterling 
area. ° . ° 11 —20 




















The arrangement whereby the United Kingdom provided, 
against sterling, the Union’s requirements for foreign currencies 
came to an end after 1947. Its place was taken by the 
gold-loan agreement, under which £80 million of gold was trans- 
ferred to the Bank of England in February 1948. This was 
repayable in gold three years after the date of transfer, but the 
Union Government had the right at any time to call for such re- 


1 Cf., e.g., The Economist, February 4, 1950, p. 278. 
2 Figures by courtesy of the South African Reserve Bank. 
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payments in sterling as might be found necessary to prevent the 

gold holding of the Reserve Bank from falling below £100 million. 

In addition to the amount lent, the Reserve Bank was— 
“to sell gold to the Bank of England against payment in 
sterling for the equivalent of the net amount of payments, 
as from 1 January 1948, made by residents of the Union, 
through the United Kingdom, in favour of persons resident 
in countries outside the sterling area, whether made in 
sterling or other currencies.” 

This agreement left South Africa half in and half out of the 
sterling area. In so far as the pooling of hard-currency resources 
had become a cardinal feature of the sterling-area system, South 
Africa was out of the system. In return for the loan, however, 
she continued to enjoy the privileges of membership in the form 
of relatively easy access to sterling-area capital resources and 
markets. Indeed, a special privilege in the form of a guaranteed 
outlet for certain “inessential” South African exports was 
incorporated in the agreement. 

Though under this agreement sterling accruing to South 
Africa in the form of capital imports or for the sale of exports 
could be used instead of gold to settle payments to the sterling 
area, nevertheless, the continuation of the South African import 
boom, and the switch from dollar to sterling imports which 
followed South Africa’s first import-control measures, enabled the 
sterling area to earn considerably more South African gold than at 
first seemed probable. If (a) South Africa’s non-sterling pay- 
ments had all been payable to the dollar area, and if (b) her 
sterling resources, augmented by capital imports and by the pro- 
ceeds of exports to the sterling area, but not including the sterling 
equivalent of the gold loan, had been sufficient to discharge her 
sterling payments, the Union would not only have made no further 
net contribution to the gold and dollar reserves of the sterling area 
during the three years for which the agreement was intended to 
run, but she would also have been entitled at the end of the period 
to withdraw the £80 million in gold deposited in February 1948. 
In fact, however, (a) the Reserve Bank, under this agreement, 
sold £44 million of gold to the Bank of England between 1 January 
1948 and 31 March 1949, and a further £34 million in the following 


1 I.e., in settlement of net payments made by residents of the Union through 
the United Kingdom to countries outside the sterling area. Total sales of gold _ 
by the Reserve Bank to the Bank of England in 1949-50 amounted to £60 million, 
but this amount included: (i) £17 million sold against dollars ‘“‘ on terms which 
were more favourable . . . than the net cost of acquiring dollars by direct gold 
shipments to New York,”’ and (ii) £9 million sold in the first quarter of 1950 under 
the new arrangements which came into force in January 1950. (S.A.R.B., 1950.) 
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twelve months.! This £78 million constituted for the most part a 
net contribution to the gold and dollar reserves of the sterling 
area, for during this period the Reserve Bank provided directly 
the great bulk of South Africa’s net requirements of United 
States and Canadian dollars. And (b) South Africa could not 
wait for the repayment of the gold loan in gold. The loan was 
repaid in successive sterling instalments between March and 
September 1949. The £80 million of gold thus remained a 
permanent contribution to the gold resources of the rest of the 
sterling area—in circumstances, however, such that if the gold 
had not been deposited in February 1948 it would have had to 
be sold later in order to discharge sterling payments. South 
Africa’s net contribution to the gold and dollar reserves of the 
rest of the sterling area under the gold-loan agreement thus 
amounted to the greater part of £158 million. 

The gold-loan agreement was regarded as having expired with 
the repayment of the loan, and was replaced by a new arrange- 
ment, the principles of which were announced in January 1950. 
This arrangement includes a revision of the South African import 
control scheme by the issue of “‘ universal ” import permits for 
“essential ’’ imports. These are “ buyable anywhere,” and are 


paid for in gold. To the extent that these “essential” com- 


modities can be supplied in open competition by sterling-area or 
other soft-currency countries, the gold in question is sold to the 
Bank of England against sales of sterling or the required soft 
currency.2 Other imports, not covered by universal licences, are 
allowed to come only from countries accepting sterling or other 
soft currencies in payment. Exactly what commodities are 
included in South Africa’s essential list has never been disclosed, 
and this secrecy has given rise to a good deal of criticism, especially 
from non-sterling soft-currency countries, who are thus prevented 
from finding out how much gold they are involuntarily contri- 
buting to the sterling-area pool by selling essential goods to South 
Africa. It has, however, been revealed that the essential list 
includes Government stores, direct requirements for the gold- 
mining industry, equipment for the generation and distribution 
of electricity, oil and essential foodstuffs such as wheat, tea and 
coffee. Either universal or restricted permits may be issued for 

1 §.A.R.B., 1948, 1949, 1950. 

2 It has been explained that the Reserve Bank will sell gold against sterling 
up to the value of 25% of South Africa’s current gold output by way of “‘ progress 
payments” at more or less regular intervals, and that additional sales, equal to the 


value of the sterling area’s additional entitlement, will be made from time to time. 
3 Cf., The Economist, August 5, 1950, p. 285. 
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the same goods, according to the purpose for which they are 
imported. 

As compared with previous agreements, this arrangement 
provides two great advantages for the sterling area. In the first 
place, the sterling area now earns gold for all “ essential ” goods 
sold to South Africa by sterling or other soft-currency countries. 
Sterling accruing to South Africa as a result of capital imports or 
commodity exports can no longer be used instead of gold to pay 
for imports falling within this category, and the amount of gold 
the sterling area can earn from its trade with South Africa will 
depend primarily upon its competitive efficiency.1 In the second 
place, soft-currency countries are given a privileged position in 
the export of “ inessential ” goods to South Africa (though these 
will not be paid for in gold). On the other hand, now that capital 
movements to the Union no longer reduce the sterling area’s gold 
earnings, the British authorities have not only agreed to permit 
the Union Government to raise loans in London up to a total of 
£20 million, but have also undertaken to allow, within the limits 
of available resources, the continuance of the free flow of capital 
to the Union for purposes of useful economic development. 

It was expected that under this arrangement the sterling area 
would earn between £35 million and £70 million of South African 
gold a year. The Governor of the Reserve Bank stated in his 
1950 Address that the amount so received was £9 million in the 
first quarter of 1950 and £23 million in the second quarter. 

It has recently been announced that universal import licences 
will be granted in respect of certain imports previously regarded 
as ‘“‘inessential.”’ It appears clear from the statement that the 
Union Government intends to sell £50 million of gold a year to the 
United Kingdom that this move to reduce discrimination against 
hard-currency countries, though it widens the range of goods 
which are paid for in gold, is expected to have the effect of re- 
ducing the rate of flow of South African gold to the sterling area.” 

N. N. FRANKLIN 


1 This, which was clearly the original intention, appears to be still the case. 
A recent statement by the South African Minister for Economic Affairs to the 
effect that ‘“‘ the Union Government intends selling to the United Kingdom, 
regularly and periodically, gold to the value of £50 million annually during the 
continuation of these arrangements ” appears to mean that it is intended to grant 
universal import licences on a scale which is expected to enable the sterling area 
to earn £50 million of gold a year. Cf. The Economist Oct. 14, 1950, p. 611. 

2 With effect from the beginning of 1951, further modifications in the Union’s 
import control system will further reduce discrimination against hard-currency 
countries. The only exports from soft-currency producers that will still enjoy 
differential treatment in the South African market will apparently be a limited list 
of “inessentials,”’ determined by the inflow of soft currency capital into the Unien. 





PASSENGER ROAD TRANSPORT AND THE TRANSPORT 
ACT 1947, WITH PARTICULAR REFERENCE TO 
THE NORTH-EAST OF ENGLAND 


I 
The Transport Act 1947 


Tue Transport Act of 1947 is mainly concerned with the com- 
pulsory transfer of the railways, inland waterways, docks and 
long-distance haulage undertakings from private to State owner- 
ship. Road passenger-transport undertakings are not auto- 
matically nationalised by the Act. Section 63 of the Act, 
however, authorises the Transport Commission to examine the 
road passenger services of the country and to submit to the 
Minister of Transport area schemes designed to promote co- 
ordination of passenger-transport services. 

Where area schemes are drawn up all local authorities and all 
persons operating road passenger services in the area have to be 
consulted. Objections from interested parties can be lodged and, 
if objections are made, an inquiry has to be held. Finally, a 
scheme cannot be brought into operation until it has been 
embodied in an Order made by the Minister of Transport. 

The first scheme to be drawn up is one for the North-east of 
England. Its official title is the ‘‘ Proposed Passenger Road 
Transport Scheme for the Northern Area.’’ Consultations with 
interested parties have taken place, and objections have been 
lodged. Provided these objections are not withdrawn, the next 
step will be the holding of an inquiry. Parallel schemes are 
being drawn up for other areas. 


Area covered by the Northern Area Scheme 


The geographical area covered by the scheme includes North- 
umberland, County Durham and the northern part of the North 
Riding. The north, east and west boundaries of the area follow 
the county boundaries. The southern boundary runs from 
Scarborough, west through Kirkby Moorside, Thirsk, Bedale to 
Hawes (all inclusive). ° 

These boundaries differ from those of other administrative 
areas of the North-east. The Northern Traffic Area of the 
Ministry of Transport, for example, includes Cumberland and 
Westmorland, but does not penetrate so far south into Yorkshire. 
The word “ Northern” applied to the Scheme is, therefore, 4 
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misnomer. It is doubtless a survival of an earlier draft which 
embraced Cumberland as well as the North-east. The current 
version of the Northern Area Passenger Road Transport Scheme 
includes only the North-east as defined above. 

The object of the Scheme is to provide “‘ adequate, suitable 
and efficient passenger road transport services to meet the needs 
of the area and to promote the co-ordination of road and rail 
services.” 1 For this purpose road passenger-transport under- 
takings in the area of the Scheme are to be brought into public 
ownership. The Scheme does not provide any detailed plan for 
the achievement of this general object. It is almost solely con- 
cerned with the procedure for bringing the passenger road- 
transport undertakings of the area into public ownership and 
with the setting up of the new organisation which is to operate 
the road passenger services of the area. 

An examination of the Transport Commission’s proposals 
reveals that 90% of all passenger road-transport undertakings at 
present operating in the area of the Scheme are to be taken over 
by the Commission, and their vehicles (over 95% of the total 
passenger-carrying vehicles in the area) are to be operated, on 
behalf of the Commission, by an Area Board called the Northern 
Area Passenger Road Transport Board. This Board will be 
responsible for providing all municipal and provincial road pas- 
senger services in the area. No other operator will be able to 
provide services unless a permit has first been obtained from the 
Board. In effect, the Board will exercise a monopoly as regards 
the provision of road passenger services in the area. 

The constitution of the Area Board follows the pattern 
adopted for other nationalised industries. The Chairman, who 
is to be of administrative ability and not necessarily connected 
with passenger road transport, is to be full-time. The remaining 
members of the Board are to be part-time. One member must 
have had experience in local government; the others are to be 
drawn from persons with experience in road passenger transport, 
in financial matters, in administration or in the organisation of 
workers. 

The area is to be divided into three districts: the Northern 
District, comprising the county of Northumberland (and the 
borough of Gateshead); the Central District, comprising the 
northern part of County Durham (less Gateshead); and the 
Southern District, covering the southern part of County Durham 


1 Page 2, Précis of the Proposed Passenger Road Transport Scheme for the 
Northern Area, published by the Transport Commission, August 1949, 
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and the northern part of the North Riding. Each District will 
be in charge of a District Manager. The three District Managers 
will be responsible to a General Manager, who will be in executive 
charge of the Area as a whole. The General Manager will report 
to the Area Board. 

The passenger interest is to be represented by means of 
consultative committees on the model which has become familiar 
in other nationalised industries. At the lowest rung there is to 
be at least one Transport Users’ Consultative Committee for each 
District, consisting of six to nine persons selected by the Com- 
mission from nominations made by local authorities in the Dis- 
trict. At higher levels passenger-road-transport matters will 
come within the competence of the consultative machinery laid 
down by the Transport Act. In accordance with Section 6 of 
the Act Great Britain is to be divided into areas, and for each 
area there is to be a Transport Users’ Consultative Committee.! 
Above these area consultative committees there is the Central 
Transport Consultative Committee for Great Britain. 


Responsibility of the Area Board 


Road passenger transport is a more localised industry than 
either the railways or the road-haulage industry, and it is for 
this reason that the problems involved have been approached on 
an area basis. But it is not clear, from the published details of 
the Northern Area Scheme, to what extent the Area Board will 
have autonomy in achieving the general objectives which the 
Board has been set. 

The position of the Board, vis-a-vis the Commission, is that 
of Agent, which presumably means that the responsibility for 
policy decisions will rest with the Commission.? The Act lays 
down that all the activities of the Commission are to be regarded, 
from the financial point of view, as those of one undertaking, so 
that the receipts from the various transport agencies under the 
control of the Commission are pooled. Taking one year with 
another, revenues from all sources have to cover the costs of all 
the activities of the Commission. While the Area Board will be 





1 If there is one consultative committee in an area it will deal with goods 
and passenger traffic; if there are two, one will deal with goods traffic and the 
other with passenger traffic. The decision on this matter, and on the delineation 
of area boundaries, rests with the Minister of Transport. 

* A separate Executive of the Commission—the Road Passenger Executive— 
has been established to deal with passenger-road-transport matters. Some of 
the responsibilities of the Commission have been delegated to this Executive. 
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required to keep accounts and to render annual statements to 
the Commission, there is no indication that the Board will have 





































ve any large measure of financial independence. In fact, if the 
rt principle of pooling all revenues and costs over all the activities 
of the Commission means what it implies, the net revenue of the 
of Area Board must be under the control of the Commission. 
ar The Area Board is to have no responsibility for the fixing of 
to fares. The Act requires the Commission to produce a Charges 
ch Scheme, and this will include road passenger fares. The passenger 
n- element of this Charges Scheme will, presumably, take the form 
is- of a national fares plan. 
ill It is the intention that other parts of the country will be 
id covered by Area Schemes. Obviously there will be many matters 
of which will affect more than one area, such as the provision of 
ch engineering services and the negotiation of staff agreements. 
2 Further, as the Commission holds the purse-strings, responsibility 
al for major capital developments must be retained by the 
Commission. 


It would appear, therefore, that the responsibility of the 
Board will be limited to the actual operation of services and the 
detailed co-ordination of road services, one with another, and with 





n railway services. This executive task will be performed by the 
or Board within the policy framework determined by the Commission. 
mn Whether the proposed new organisation of passenger road 
of transport will be suitable or not depends on what this organisation 
ll is intended to do. It will, presumably, have to implement some 
1 “transport co-ordination plan ”’ for the North-east. Until this 

plan is devised it will not be possible to appraise the means whereby 
at it will be implemented. It would perhaps have been preferable 
or if this plan had been devised first so that the means of imple- 
73 menting it could have been fitted to the task to be performed. 
1, As it is, we know the organisation which is to carry out the task 
0 of co-ordinating passenger-transport facilities in the North-east, 
e but we are embarrassed by not knowing what this process of co- 
h ordination entails. If, however, we take the concept of inte- 
ll gration 1 as the main object to be achieved, one aspect of the 
e plan must deal with the proper division of function between road 


and rail in the provision of passenger services in the North-east. 
To an examination of this proper division of function we now 
n turn. 


= 1 The definition of ‘‘ integration ” is given in the First Annual Report of the 
of Transport Commission, Section 38. ‘‘To integrate is to combine parts in a 
single whole.”’ 
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II 


Co-ordination between Road and Rail Passenger Services 


The solution to many transport problems is found in the word 
“co-ordination.” This is particularly true in the case of 
passenger-transport problems. The ideal of a co-ordinated net- 
work of road and rail services has been the goal of transport 
planners for many years. The achievement of this ideal was one 
of the objects of the Road Traffic Act of 1930. Similarly, it is 
one of the objects of the Northern Area Road Passenger Transport 
Scheme. 

But to say that co-ordination is the answer to the passenger- 
transport problem is to solve the problem merely by stating it. 
The real problem lies in the working out, in terms of practical 
measures, what this co-ordination actually involves. This is a 
much more difficult problem, but it is one which has to be faced. 
For its solution we have to make a short theoretical excursion. 

As means of transport both the bus and the train have their 
individual characteristics. The economic significance of these 
differing characteristics can be discussed in terms of relative 
convenience and the relative fares which have to be charged to 
cover respective costs of operation. Relative convenience will 
be discussed first, ignoring the effects of relative fares. 

Convenience is a compendious term used to cover a number 
of factors. A major factor, however, is the overall time which a 
journey takes to complete. By defining “ greatest convenience ” 
as “shortest overall journey time,” it is possible to give an 
analysis of the relative use which is likely to be made of competing 
road and rail passenger services. 

For purposes of analysis the time required to make a journey 
(overall journey time) can be divided into two parts; the waiting 
time for the next service and, secondly, the travelling time, or 
the time spent in actual movement in the bus or the train. Certain 
general propositions can be formulated regarding both waiting 
time and travelling time. 

To cover the costs of operation it is generally the cas that 
the payload ! of a train exceeds that of a bus. A minimum of, 


1 In the following argument the payload of a bus is defined as the minimum 
number of passengers which, at a given level of fares, have to be carried in order 
to cover the costs of operation of the bus. The payload of a train is defined 
similarly. The payload of a bus operating on a certain route can be calculated 
by dividing the total cost per vehicle mile by the average fare per mile. The 
calculation of the payload of a train is, however, much more difficult to assess 
owing to costing difficulties, 
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say, sixty passengers, on a given route, may be necessary before 
it is economic to run a train, while a minimum of twenty pas- 
sengers may be sufficient to cover the costs of operation of a bus. 

The significance of this disparity in payloads can most easily 
be demonstrated if the following simplifying assumptions are 
made. A route is served by both train and bus, and there is a 
given number of passengers to be carried over this route in a 
given period of time. Entraining and embussing points are 
adjacent to one another as are also the detraining and debussing 
points. The rate of movement over the given period of time is 
assumed to be constant, 7.e., the peak-load problem is ignored.} 
All passengers are assumed to be “rational” in that every 
passenger will choose the more convenient service, 7.e., the service 
which gives the shorter overall journey time. Finally, both 
road- and rail-transport agencies try to give the greatest con- 
venience to their passengers by operating as frequent a service 
as possible. In other words, the only restriction on the number 
of road services operated is the need to carry a payload on each 
service run, and similarly as regards the number of rail services. 

On these assumptions the service frequency by rail will be less 
than the service frequency by road. In fact, the relative service 
frequencies (the number of train services per unit of time com- 
pared with the number of bus services per unit of time) wili stand 
in inverse ratio to the respective payloads. With a bus payload 
of twenty passengers and a train payload of sixty passengers the 
bus service will be three times as frequent as the train service. 
In these circumstances, the number of points in the hour, when 
the waiting time for the next bus service will be less than the 
waiting time for the next train service, will exceed the number 
of points in the hour when the waiting time for the next train 
service will be less than the waiting time for the next bus service.” 

In regard to actual travelling time, on the other hand, the 
train will usually be quicker than the bus. As a general proposi- 


1 This neglect of the peak-load problem is not so unrealistic as might appear 
at first sight. It is doubtful whether any transport agency can, in practice, 
eperate on the sole basis of providing services in peak periods. For economic 
working some measure of continuity in traffic flow is essential. 

2? An accurate comparison of relative waiting times would involve an 
examination of all possible train and bus time-table combinations. To avoid 
the complications of such an examination, relative train- and bus-service fre- 
quencies can be taken as an index of relative train and bus waiting times. What- 
ever the time-table details, if the bus service is more frequent than the train 
service, there will be more points in the hour when the bus waiting time is less 
than the train waiting time than there will be points in the hour when the reverse 
situation applies. 
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tion the longer the journey the greater will be the difference 
between the train travelling time and the bus travelling time. 
Thus, while the waiting time for the next train service will, more 
often than not, exceed the waiting time for the next bus service, 
the actual travelling time by train will be less than the actual 
travelling time by bus. Whether the overall journey time by 
train will be greater or less than that of the competing bus service 
will depend on the balance of these two factors. 

The relative importance of v<‘ting time and travelling time, 
as component parts of overall journey time, has now to be con- 
sidered. Obviously, the longer the journey the more important 
will travelling time become. The importance of the waiting 
time component, however, requires further analysis. 

On our assumptions, the frequency of the train service will 
always be less than that of the bus service and, as a result, the 
waiting time for the next train service will, more often than not, 
be greater than the waiting time for the next bus service. But 
while the ratio of bus- and train-service frequencies will, on our 
assumptions, stand in inverse ratio to the bus and train payloads, 
the number of services actually provided per unit of time will 
depend on the density of traffic to be moved. If the bus payload 
is a third of the train payload the bus service will be three times 
as frequent as the train. But whether the comparison between 
the bus-service interval and the train-service interval is one of 
five minutes and fifteen minutes, or thirty minutes and ninety 
minutes, or one hour and three hours, depends on the volume of 
traffic to be carried. The importance of waiting time, relative 
to travelling time, does not depend only on the relative frequency 
of service, bus compared with train, but also on the frequency of 
bus and train services, taken together, per unit of time. The 
lower the density of traffic, the fewer will be the services, whether 
by road or by rail, and the greater will be the importance of 
waiting time as a component of overall journey time. 

The argument can now be summarised. The greater the 
density of traffic to be moved, and the longer the distance over 
which this traffic is travelling, the less will be the significance of 
waiting time as a component part of overall travelling time. 
Given a sufficiently high density of traffic, relative to the length 
of journey, it will be quicker, at all points in the hour, to travel 
by train than by bus. Conversely, the lower the density of 
traffic, and the shorter the distance over which this traffic is 
travelling, the greater will be the significance of waiting time as a 
part of overall journey time. Given a sufficiently low density of 
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traffic, relative to the length of journey, it will be quicker, at all 
points in the hour, to travel by bus than by train. 

The interesting problem is whether there is some intermediary 
degree of density, relative to length of journey, where it is 
possible, on our assumptions, for the traffic to be shared. Such 
an intermediary position would be where, at some points in the 
hour, it would be quicker to travel by train and, at other points 
in the hour, it would be quicker to travel by bus. Any such 
position would, however, be unstable in that, in these circum- 
stances, the total volume of traffic to be moved would be shared. 
The rail- and road-service frequencies would have to be adjusted 
to the size of their respective shares in order to ensure that each 
service, road and rail, carried a payload. This adjustment of 
service frequencies would cause a displacement of traffic, either 
from road to rail or from rail to road, as “ rational ”’ passengers 
changed their means of transport in pursuit of the shortest 
possible overall journey time. This process of displacement would 
continue until all passengers were carried either by rail or by road. 

It is now necessary to give more realistic content to the bare 
bones of the theoretical analysis. By far the greater number of 
passenger journeys undertaken are for short journeys from home 
to work, to shopping centres and to places of entertainment. 
This demand for local movement can be met ether by stage-bus 
services or by suburban rail services. The difference between the 
train and the bus fare for such journeys is usually small, and is 
not a major factor in determining the passenger’s choice of means 
of transport. Of greater importance is the factor of relative 
convenience. Our theoretical assumptions—a zero price-elas- 
ticity of substitution rail for road and road for rail, and infinite 
convenience-elasticity of substitution between the two means of 
transport—approximate, therefore, to reality. 

Applying, then, our analytical conclusions to the case of 
short journeys, it is only when the density of traffic to be carried 
is very high that the rail service will prove more convenient than 
a competing bus service. Taking a distance of 10 miles, and 
assuming ordinary operating circumstances and usual train and 
bus speeds, it can be calculated that the train, if it is to compete 
with the bus, must provide at least a twice-hourly service. For 
shorter distances the train-service frequency must be corre- 
spondingly greater. It is not on many routes that the density 
of traffic permits a train service of such frequency. In the 
North-east of England such a density of passenger traffic is found 
only on one or two routes on Tyneside. 
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So far, convenience has been discussed wholly in terms of 
shortest possible overall journey time. Other factors are, how- 
ever, relevant, and the majority of these reinforce the advantage 
of the bus over the train. For example, railway stations are 
generally not so accessible as bus stops. 

For longer journeys the train is not in such a disadvantageous 
position. The shorter travelling time by train exerts a greater 
influence on overall journey time and, even with low densities of 
traffic, the train may provide a more convenient service than the 
bus. For a distance of 40 miles, and again assuming ordinary 
operating circumstances and usual train and bus speeds, a two- 
hourly interval rail service may give a more convenient service 
(a shorter overall journey time) than a bus service operating every 
forty minutes. A further point must here be added. In the case 
of two towns separated by a distance of, say, 40 miles, the train- 
service frequency will seldom be dependent wholly on the local 
traffic passing between the two towns. If these towns lie on a 
trunk route, local passengers may be able to avail themselves of 
long-distance trunk services which serve these two towns for the 
purpose of entraining and detraining long-distance passengers. 

The question of the influence of relative fares on the pas- 
senger’s choice of meaus of transport has now to be considered. 
For short journeys it has been argued that, on grounds of relative 
convenience, the passenger will generally prefer the bus to the 
train, and that the influence of any differential between road and 
rail fares, which can only be small, has a minor effect on the 
passenger’s choice. In any event the road fare is usually lower 
than the corresponding rail fare, so that, whatever influence is 
exerted by differences in fares, it will operate in the same direction 
as that exerted by the major factor of relative convenience. 

For longer journeys, however, the influence of relative fares 
cannot be neglected. Generally speaking, the longer the journey 
the greater the differential between the road fare and the corre- 
sponding rail fare, and the greater will be the “ income effect ” 
resulting from the substitution of a rail journey for a road journey. 

1 This argument does not apply to short journeys (of, say, 10 miles or less) 
as long-distance trains seldom make such frequent stops. In fact, for short 
journeys, the argument works the other way round. The distance between 
stations always exceeds the distance between bus stops. A comparison of the 
relative advantages of train and bus travel in terms of service frequencies, which 
are based on the rate of through movement over a distance equivalent to that 
separating railway stations, understates the advantage of the bus. The bus will 
pick up and set down on the line of route, and this intermediary traffic will 


enable the bus to provide a service frequency greater than that justified by the 
number of passengers travelling the full distance. 
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The greater convenience of rail travel for longer journeys is offset, 
to some extent, by the fact that rail fares for these journeys 
exceed road fares. For these longer journeys there is a problem 
of co-ordination, particularly in cases where train services are 
not used to capacity. The crux of this problem lies, however, 
mainly in the existing disparity between road and fail fares, 
and its solution is to be found in a revision of the present rail 
fares structure rather than in changes in the organisation of road 
passenger transport. 

The answer, then, to the question of what is involved in the 
co-ordination of road and rail passenger services is to be found 
in two directions. For short journeys, except in conditions of 
high traffic density, the train should give way to the bus. This 
conclusion is generally accepted, as is evidenced by the speed at 
which branch lines and small stations are being closed to passenger 
traffic. On many local routes the question is not so much that 
of deciding how the available traffic can be shared between road 
and rail but that of deciding whether there is any share which can, 
more conveniently, be carried by rail. For longer journeys co- 
ordination is largely a mitter of fares policy and, if this is not to 
mean @ levelling up of road fares, the solution here has to be 
found in a revision of rail fares. 

In the area of the Scheme the density of short-distance traffic 
is seldom sufficiently concentrated on any one route to justify 
the running of frequent suburban rail services. With one or two 
exceptions the short-distance-transport requirements of the 
North-east can more economically and conveniently be met by 
the operation of bus services. Opportunities for the co-ordination 
of short-distance road and rail services are, therefore, unlikely to 
be numerous. There may be greater opportunity for co-ordina- 
tion in the case of longer-distance services, but the problem here 
is mainly one of fares, a matter which is outside the competence 
of the Area Board. The proposed organisation is, in fact, not 
primarily designed to deal with long-distance traffic. Its main 
purpose is to co-ordinate short-distance services. It is very 
doubtful, however, whether the Commission’s proposals can be 
justified on the ground of the scope which exists for the co- 
ordination of road and rail short-distance services. 

1 There is one rider to this conclusion. In addition to short-distance 
passenger traffic, local passenger services have to carry long-distance rail 
passengers over that part of their journey which is off a main-line rail route. 
These connecting services are, in many cases, less conveniently provided by bus 


than by train, and this for two main reasons. First, the transfer from bus to 
train and from train to bus at the point of junction between main line and 
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III 


Co-ordination between Passenger Road Transport Undertakings. 


If the majority of local journeys in the North-east are such 
that they can most conveniently be undertaken by bus, the next 
problem to be faced is the possibility of achieving greater co- 
ordination between separate road-transport undertakings. 

This is not a new preblem. The Road Traffic Act of 1930 was 
designed to co-ordinate passenger services. The possibility of 
further progress in this direction must take into account the ex- 
perience gained during the twenty years this Act has been in force. 

It is generally agreed that, prior to the operation of the 1930 
Road Traffic Act, uncontrolled freedom on the roads led to many 
abuses. In many cases no proper time-tables were observed, and 
there were many differences in fare schedules which had no 
economic justification. Practices known as leap-frogging, hanging 
back and tail-chasing were common. Some buses operated as 
floaters, picking up traffic where it happened to offer. Tickets 
were not always inter-available, and some undertakings issued 
coupons which were available only on the buses which they 
operated. In result passenger services were not always regular 
nor reliable, and there was an excessive number of buses on the 
roads relative to the volume of traffic to be carried. 

To remedy these abuses the Road Traffic Act of 1930? im- 





connecting service is made difficult by the fact that, in most towns, the bus 
stations do not adjoin railway stations. Secondly, the bus has an inferior 
luggage-carrying capacity compared with the train. The number of such 
“* connecting ’’ passengers is, however, small compared with the volume of local 
traffic, and a re-routing of services, or a change in location of bus stations, would 
not be justified on their account. But the possibility of providing special buses 
to connect with main-line trains should be examined. It is suspected, however, 
that the main problem here is not primarily one of transport operation. The main 
difficulty in providing a closer connection between local bus services and the 
main-line railway services lies in the additional traffic congestion which would be 
caused at the entrance to main-line stations. 

1 The 1930 Road Traffic Act divided the country into Traffic Areas, each 
Area being under the control of three Traffic Commissioners. The 1947 Trans- 
port Act changed the title of ‘‘ Traffic Commissioners” into ‘ Licensing 
Authority.”’ The Chairman of the Licensing Authority of each Traffic Area is 
appointed by the Minister of Transport and his staff are civil servants belonging 
to the Ministry of Transport. The Licensing Authorities are, of course, in- 
dependent of the Ministry of Transport in their judicial capacity though the 
Minister may, if he so wishes, give general directions to any Authority. There is, 
however, the complication that the Chairman of the Licensing Authority may, 
under war-time regulations, also be the Regional Transport Commissioner. In 
this capacity he can receive detailed instructions from the Minister. 

To avoid confusion in terminology the term ‘‘ Traffic Commissioners ”’ is not 
used in this article, the term ‘‘ Licensing Authority ”? being used instead even 
when reference is being made to events prior to 1947. 
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posed a stringent control of road passenger services, a control 
which, after a measure of relaxation during the war period, still 
operates. Before a service can be run in any Traffic Area the 
undertaking concerned has to obtain permission from the 
Licensing Authority of that Area. This permission takes the 
form of the grant of a road-service licence. Before issuing a 
road-service licence the Authority has to satisfy itself that there 
will be no duplication of services, that the fares to be charged are 
reasonable and that the service to be provided is in the public 
interest. These licences have to be renewed every three years, 
so that the suitability of every service is frequently reviewed. 

The Licensing Authority is concerned mainly with the problem 
of co-ordinating the time-tables, fare schedules and the con- 
ditions of carriage of competing operators in his area. The usual 
procedure adopted is to encourage competing operators to come 
to an understanding among themselves on these matters. If no 
understanding is arrived at, or if the proposals made fall short 
of what the Licensing Auvhority considers desirable, then the 
Authority can step in and, through the power to withhold the 
necessary licences, enforce the required measure of co-ordination. 

The Licensing Authority has, however, no power to compel 
operators to initiate new services. He can ensure that the ser- 
vices which operators wish to run are not excessive and are co- 
ordinated, but he cannot compel an operator to apply for a road- 
service licence if the operator does not wish to do so. Operators, 
however, are seldom slow in requesting permission to run new 
services which promise to be profitable. In cases where operators 
are slow in meeting the transport needs of new housing estates or 
new industrial areas the Licensing Authorities can, and do, 
exercise considerable influence behind the scenes. 

In addition to co-ordinating the fares schedules of separate 
operators the Licensing Authorities have to ensure that the 
general level of fares charged is reasonable. In practice, this 
means that any proposal to raise fares has to be justified to the 
Licensing Authority before his permission is granted. The effect 
of this procedure has been to keep fares low. 

The extent of control over road passenger transport, resulting 


1 The effect of the many co-ordination schemes introduced under the Road 
Traffic Act of 1930 has been to increase bus loads, and therefore to increase 
profits. Further, the Licensing Authorities have recognised that many under- 
takings are in a monopolistic position as regards the provision of public services 
in the area which they serve. The financial standing of undertakings is a factor 
which the Authorities take into account when deciding the merits of applications 
to increase fares. 
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from the Road Traffic Act of 1930 is therefore considerable, 
extending over the running of services, the fixing of fare schedules 
and conditions of carriage. While it would be difficult to main- 
tain that the network of passenger road services which has 
emerged under the supervision of the Licensing Authorities cannot 
be improved, it would seem unlikely, in view of their efforts, that 
any spectacular improvements by way of greater co-ordination 
between separate undertakings can be obtained.” 

The object of the Area Schemes is, however, not merely the 
co-ordination of passenger services. These schemes propose the 
integration of hitherto independent undertakings and the creation 
of a new structure of organisation and control. The nature of the 
present structure of the industry, therefore, requires consideration. 


IV 
The Structure of the Passenger Road Transport Industry 


Two features characterise the Passenger Road Transport 
Industry. First, it is an expanding industry, and secondly, it is 
made up of firms of widely differing sizes. 

During the 1920s the industry expanded rapidly. During 
the 1930s this expansion was checked, largely as a result of the 
controls established by the Road Traffic Act of 1930. While the 
demand for passenger travel increased this demand was largely 
met by better use of vehicles achieved as a result of the co- 
ordination schemes fostered by the Licensing Authorities. Other 
factors limited the expansion of the industry during the war 
years. Since the war, however, the increased demand for travel 
has necessitated a further expansion of the industry. Table I 
shows the post-war increase in the demand for travel by motor 
bus as measured by the number of passenger journeys under- 


1 The Licensing Authorities also exercise certain technical controls over 
public-service vehicles. Every public-service vehicle has to possess a certificate 
of fitness testifying that it conforms with the technical standards and safety 
requirements laid down by the Ministry of Transport. On the basis of this 
certificate a public-service licence will be granted to an operator provided the 
Licensing Authority is satisfied that the operator keeps his vehicles in a road- 
worthy condition. A public-service licence is required for each vehicle operated. 
It is personal to the operator, and is not transferable if the vehicle is sold. This 
licence is, of course, in addition to the road-service licence which is required for 
each service operated (with the exception of contract hire services). 

2 This does not imply that no improvements can be made to the licensing 
procedure devised by the Road Traffic Act of 1930. For example, the Licensing 
Authority should have the same jurisdiction over tram and trolley-bus services 
as is exercised in the case of motor buses. Tram and trolley-bus services are, 
however, not subject to the provisions of the Road Traffic Act. 
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Taste [ 


Increase in Passenger Journeys by Motor Bus (All Traffic Areas 
Excluding L.P.T.B./L.T.E.) 
(1938 = 100.) 





Types of service. 





Ex- Excur- 
press. sion. 





1938 . . . . . 100 100 
1948 . . . . . 219 219 
1949 . . . ° . 270 211 





Importance of each type of 
service as measured by per- 
centage contribution to total 
receipts for year 1948/49. 81% 5% 




















TABLE II 


Expansion of Passenger Road-transport Industry from 1938 
1949 as Measured by Number of Motor Buses Operated 





aT RLTE. Northern traffic area. 





No. of buses No. of buses 
expressed as expressed as 
Sachi No. of buses. adie 
(1938 = 109). (1938 = 100). 


No. of buses. 





1938 43,200 100 2,929 100 
1948 55,700 129 4,449 152 3 
1949 62,200 144 4,674 160 

















1 Northern Traffic Area includes the counties of Northumberland, Cumber- 
land, Durham, Westmorland and the northerly part of the North Riding and the 
Furness District of Lancashire. 

* Complete statistics are not available for years 1939-47 inclusive. It can, 
however, be assumed that the increase in the number of vehicles 1948 compared 
to 1938 occurred almost wholly after 1945. 


taken,? while Table II shows the resultant increase in size of the 
industry as measured by the number of vehicles operated. From 
these tables it will be seen that the number of buses has not 
increased in proportion to the increase in demand for bus travel.‘ 

The higher post-war demand for bus travel is the result of a 


’ This statistic is not available for separate Traffic Areas. 

* The statistics in these two tables are derived from the Summaries of the 
Annual Reports of the Licensing Authorities for Public Service Vehicles. 
Statistics of passenger journeys undertaken are recorded only in respect of under- 
takings owning more than five motor buses. These statistics provide, however, a 
sufficiently accurate indication of the increase in demand for bus transport. 
But, for the purpose of estimating the relative importance of each of the four 
types of service, the exclusion of the smaller operators is more serious. These 
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number of factors; the higher level of economic activity and 
employment, the development of new housing estates and the 
restrictions on private motoring. Bus fares have not risen to the 
same extent as the prices of other goods and services, with the 
result that bus travel is relatively cheaper now, in terms of other 
things, than it was pre-war. At the same time the demand for 
many other things has been restricted, either by rationing or by 
shortage of supplies. Bus travel was never rationed, and it has 
provided an outlet for consumers’ expenditure which could not 
find an outlet in other directions. 

The removal of restrictions on private motoring and increasing 
supplies of other consumer goods make it unlikely that the 
demand for bus travel will continue to expand in the future at 
the same rate as it has expanded over the last few years. It is 
to be expected, however, that the demand for bus travel will 
remain considerably higher than the pre-war level. 

It is interesting to observe that the number of buses in the 
Northern Traffic Area have increased to a greater extent than the 
national average. In fact, the increase in this Area has exceeded 
that of any other Traffic Area. It is tempting to search for some 
fundamental economic explanation of this circumstance, but the 
practical reason is probably to be found in the fact that under- 
takings in the North have been more successful than has been 
the case elsewhere in obtaining new vehicles from manufacturers. 

In view of the increase which has already taken place in the 
demand for bus travel, a further increase in the number of buses 
on the roads is to be expected. On the other hand, there is an 
offsetting factor. The technical standards of fitness to which 
buses normally have to conform were relaxed during the war, 
and the re-enforcement of these standards ! will make it necessary 





operators are mainly concerned with private-hire work, and their exclusion 
makes the figure of 10%, given in Table I, an understatement of the true im- 
portance of the private-hire sector of the passenger road-transport industry. 

One statistical difficulty requires mention. The proportion of vehicles seating 
over thirty-two passengers to vehicles seating up to this number has increased 
over the last eleven years. For this reason an increase of 44% in the number of 
buses, as given in the third column of Table II, understates the increase in 
passenger lift which has taken piace over this period. Allowing for the increase 
in capacity of buses, it is estimated that the passenger lift in 1949 has increased 
by 60% compared with 1938. 

No allowance has been made for the substitution of motor buses for trams 
during the period under examination. This substitution is reflected in both 
tables and does not, therefore, seriously affect the comparison made between 
them. 

1 The statutory licensing procedure in relation to public-service vehicles was 
resumed on January 1, 1947. 
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for some operators to replace their buses. It is doubtful whether 
some of the smaller operators will have sufficient financial resources 
to afford the present high replacement costs. 

It is customary to describe the road passenger-transport 
industry as one consisting mainly of large-scale units of operation. 
This, however, is misleading. The industry consists of firms of 
all sizes. The structure of the industry in the North of England 
is illustrated at Table III. In this table operators are grouped 
into four categories accerding to the number of buses operated. 
This table shows that, even in 1949, just under 30% of the total 
buses operated in the Northern Traffic Area were owned by small 
undertakings. In fact, of the total number of operators in the 
Area in 1949, 60° owned less than five vehicles each. The 
structure of the industry over the country as a whole shows 
similar characteristics. 


TABLE III 


Changes in the Structure of the Passenger Road-transport Industry 
in the Northern Traffic Area, 1933-49 





Increase in no, 


Number of buses owned expressed as a percentage of the yg Seay 


Undertakings total bus fleet in the Northern Traffic Area. pared with 
each owning. 1938, expressed 
as percentage 
of buses owned 

1933. | 1934. | 1935. | 1933. | 1937. | 1938. | 1947. | 1948. | 1949. | in 1938. 

















Less than 20 
buses . . 3 


9-0 | 37: ‘ ‘1 | 33-9 | 2 
20-49 buses . . 7- . . j 8. 

90 | 18: . ‘9 | 18:8 | 2 

4: 9: 


50-199 buses . 1 
200 buses or 
over . . 3. 
All under- 
takings . _— 


9° 
8: 
1- 
9: 











The structure of the industry over the last twenty years has 
shown a slow relative decline in the number of small-size operators, 
as measured by the number of vehicles operated, and a gradual 
relative growth in the number of the larger-scale undertakings. 

But these tendencies must not be exaggerated. They may 
well be checked if the industry continues to expand.! The post- 
war increase in the number of vehicles in the Northern Traffic 
Area has been shared (though not equally) by undertakings of all 
sizes as is shown in the last coluian of Table ITI. 

It must, however, be emphasised that the larger undertakings 

1 The tendency for the smaller operator to decline and the larger undertaking 


to increase in importance is less marked over the country as a whole than it is in 
the case of the Northern Traffic Area. 
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provide, in general, a different type of service from that of the 
small operators. The larger undertakings, municipal and “ pro- 
vincial,”’ provide the main network of stage services in areas of 
relatively high population density. The smaller operators, in 
general, provide coaches for private hire and also run rural 
services. This would appear to be a natural division of function. 

There are certain economies in stage-service operation which 
are available only to the larger-scale undertakings. These 
include operating and maintenance economies. 

Operating economies result from the adjustment of service 
frequencies to traffic flows in such a way that maximum use is 
obtained from a given number of vehicles. For stage services 
a reserve of vehicles has to be available to cover withdrawals for 
overhaul, breakdowns and peak-period requirements. By cen- 
tralised control over an area it is possible to dovetail transport 
demands, thus enabling a greater use of vehicles to be achieved. 
If there is a large demand for bus travel over a relatively small 
area the opportunity for dovetailing transport demands may be 
considerable, and a large undertaking may be able to meet these 
demands with fewer vehicles than would be possible in the case 
of a number of smaller operators. 

Maintenance economies arise largely from the existence of 
** indivisible ’’ technical equipment. This equipment is economic 
to instal only where there are a large number of vehicles to be 
maintained. To take advantage of these economies maintenance 
facilities have to be concentrated at one garage. There is, how- 
ever, a disadvantage to this concentration in that vehicles may 
have to incur ‘‘ dead ” or ‘“‘ unproductive ”’ mileage + in running 
between their operating route and the garage where they are 
maintained. If, over a relatively small area, there is a large 
demand for bus travel, the concentration of maintenance facilities 
may not involve any appreciable amount of “dead” mileage 
and, in these circumstances, the larger-scale undertaking may be 
able to achieve considerable maintenance economies. 

The provision of coaches for hire does not involve the same 
operating and maintenance problems. The characteristic of 
this type of operation is that a coach is hired out as a whole toa 
private party. The coach operator does not provide a service 
in the sense in which the word is used in the case of stage services, 


1 ‘* Dead ” mileage is incurred when buses are run empty. ‘‘ Unproductive ” 
mileage differs from ‘‘ dead” mileage in that passengers may be carried over & 
given section of route but the vehicles concerned are surplus to passenger 
requirements. 
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and he has not the same problem of dovetailing different transport 
demands. Also his maintenance problems are easier in that 
when it is necessary to put a coach off the road for maintenance 
purposes, and this can be planned in advance, no bookings need 
be accepted for the period during which the coach will be un- 
available. Not only are there not the same advantages of large- 
scale organisation in the case of coach hire work, it can be argued 
that there are some positive advantages in being small scale. 
The hiring of coaches to parties is not a standardised service. 
Individual hirers will have their individual requirements, depend- 
ing on whether the hire is for an office outing, a bowling-club rally 
or a seaside tour. Every customer requires individual attention, 
and this in many cases can more easily and efficiently be provided 
by small-scale operators. 

In rural areas the hiring out of coaches is sometimes combined 
with the operation of stage services.2 It is frequently only by 
this means that rural services can be economically run. 

The reason explaining the wide variety in size of undertakings 
is mainly to be found in the nature of the different types of trans- 
port service provided. A network of stage services can best be 
provided by larger-scale undertakings, while the smaller operator 
is better fitted to provide rural services and the hiring out of 
coaches for private parties. 

The Licensing Authorities have in many cases favoured the 
amalgamations of independent operators as a means of promoting 
co-ordination of services and, on this ground, it can be argued that 
the Road Traffic Act of 1930 has assisted the tendency towards 
larger-scale units of operation. On the other hand, this Act has 
limited competition between operators. The larger-scale operator 
is no longer able to run a smaller operator off the road. Having 
obtained a road-service licence for each of his services, the small 
operator has an effective protection against the competition of 
other operators. On balance it may well be that, but for the 
operation of the Road Traffic Act, the tendency towards larger- 
scale units of operation would have been more marked than has, 
in fact, been the case. 


1 An operator does not require a road-service licence for the hiring out of 
coaches. If he does not hold this licence, however, he must not use his coaches 
for picking up ‘‘ independent ” passengers. He is restricted to the hiring out of 
his coach as a whole to passengers who are travelling as a party. The licensing 
procedure has made a sharp legal distinction, often difficult to interpret in 
particular cases, between coach or contract hire services and other types of bus 
service. 

* In this case the operator must have a road-service licence for the stage 
services he is running. 
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It is, of course, true that many undertakings, while bearing 
different names, are, in fact, financially controlled by one concern 
or holding company. The holding company usually determines 
the areas of operation of each of its constituent undertakings, and 
it may provide certain services for the group of companies under 
its control. But the holding company is not an operating unit. 
The constituent undertakings remain the units of control from 
the technical and economic point of view, and it is the size of each 
of these units which is relevant to the problem of organisation, 
However, allowance must be made for the fact that, as a measure 
of co-ordination, a number of constituent undertakings may, in 
fact, be operated as one undertaking with one general manager 
and staff. In such cases, undertakings, ostensibly separate, 
should be regarded as one unit of control. For this reason statis- 
tics of the number of separate undertakings in the industry 
under-estimate the actual size of the larger units of control. 

The argument, for which there is considerable support, that 
stage operation is more efficiently undertaken by larger units of 
control, is subject to two main qualifications. 

Firstly, there is no standard “optimum” unit of control. 
The size of unit of control which will be most efficient economically 
is related directly to the volume of traffic to be carried and in- 
versely to the extent of area over which that volume of traffic is 
offering. Where the volume of traffic is low and is spread over 
a wide area—the characteristic situation in rural areas—the 
“ optimum ”’ size of unit of control will be small. On the other 
hand, where the volume of traffic to be carried is large and is 
concentrated over a small area the “optimum ”’ size will be 
large. It is, of course, frequently the case that rural services, 
while linking up small towns and villages, begin or end in a 
densely populated area. Such services may be more economically 
provided by the undertaking serving the densely populated area.! 
The problem is really that of finding the best place at which to 
locate garaging and maintenance facilities. It is the rural 
services, which begin and end in sparsely populated areas, which 
are frequently provided at lower cost by a smaller operator. 


1 It is frequently argued by the larger undertakings that such rural services 
are ‘“‘ unremunerative.’”” The word ‘‘ unremunerative ” is, however, ambiguous. 
It may mean that the receipts obtained do not cover the variable costs of 
operation, in which case the service would be ‘‘ uneconomic ”’ and “‘ unremuner- 
ative ’’ in this sense. Or the word may mean that the receipts, while covering 
the variable costs of operation, do not contribute their full share towards meeting 
the fixed costs of the undertaking. In this case the service, while ‘‘ unremuner- 
ative ’’ on this ground, is nevertheless ‘‘ economic.” 
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Secondly, even in the case of densely populated areas, there 
is a limit to the size of the unit of control which is economically 
efficient. This limit is difficult to define, but it is to be found in 
the difficulties of management and control which multiply with 
growth in size. These difficulties offset in ever greater degree 
the technical economies obtained as the unit of control is ex- 
panded. The strength of the various factors which determine the 
“optimum” size of passenger road-transport undertakings 
requires further study, but it has been suggested, from within 
the industry itself, that the optimum number of vehicles which 
can be efficiently operated and maintained by one unit of control 
lies between 50 and 2,000. In densely populated areas the 
“optimum ” size will approximate more to the upper end of this 
bracket. 


V 


Assessment of the Northern Area Passenger Road Transport Scheme 


Our conclusions have particular reference to the suitability of 
the Scheme devised for the North-east of England. But in so 
far as this Scheme is the prototype of similar schemes to be applied 
to other parts of the country, the conclusions can be generalised. 

Co-ordination of passenger-transport services has three 
aspects; the co-ordination of road and rail services, the co- 
ordination of road services and the integration of undertakings, 
hitherto independent, into larger units of control. 

The scope for co-ordination of road and rail passenger services 
is limited. The great majority of journeys by bus are for dis- 
tances up to five miles, and for these journeys the bus has a 
decided advantage over the train. For longer journeys, less 
important statistically, there is greater scope for co-ordination, 
but the proposed Scheme is not specifically designed to deal with 
the problems which such co-ordination will involve. Long- 
distance competition between road and rail is largely a matter 
of relative fares, and fare fixing is not, under the Scheme, within 
the competence of the Area Board. 

There may be some opportunity for greater co-ordination of 
services provided by independent road passenger-transport 
undertakings, but it is unlikely that anything spectacular can be 
achieved in this direction. The Licensing Authority of the 
Northern Traffic Area has been concerned with just this problem 
for the last twenty years and, largely as a result of the efforts of 
this Authority, a co-ordinated network of services now operates. 
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In what major respect the proposed Area Board will be able to 
improve the present arrangement of services has not been made 
clear. 

It would appear, therefore, that the main advantage of the 
Area Scheme must lie in the integration of road passenger under- 


TABLE IV 


Analysis of Passenger Road-transport Undertakings Operating 
within area of Northern Area Scheme 





ae No. of vehicles. Total vehicles, 


Types of undertaking. 





Trolley- | Motor- s Per- 


vr, Per- 
No. buses. buses. 


centage. Trams. 





Included in Scheme * 
Municipal undertakings . 3-7 90 675 
“Large’’ private under- 

takings (each owning 
100 vehicles or over) . 1-4 1,688 
“* Medium ”’ private under- 
takings (each owning 
from 25 to 99 vehicles) . 2:8 335 
“Small”’ private under- 
takings (each owning 
from 1 to 24 vehicles) . 


Total undertakings in- 
cluded in Scheme 


Excluded ‘rom Scheme 
Small” private under- 
takings (each owning 
from 1 to 24 vehicles) . 24 205 


Total undertakings ez- 
cluded from Scheme . 24 205 _- 


Total undertakings with- 
in area of Scheme . 238 147 355 4,090 4,592 _ 






































1 If allowance is made for the control which the large undertakings exercise over some of the 
smaller undertakings (as described on p. 328) the figures would read as follows: 





Total vehicles. 
Undertakings included in Scheme a gal 





No. Percentage. 





“* Large ’’ private undertakings ° . ° 1,891 43°1 
“ Me dium ” ee mpd undertakings . e ° 


5-4 
“ Small” private undertakings 26-0 








Total undertakings included in Scheme 100 





| 
Municipal undertakings ‘ E y r | 25:5 





takings. The number of separate undertakings which it is pro- 
posed to integrate into one concern is given in Table IV. The 
few undertakings which are excluded from the scheme are con- 
cerned either with the hiring of coaches to private parties or with 
the running of specialised services which do not cater for the 
picking up of casual passengers on the line of route. 

The extent of the proposed integration invites two main 
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comments. The first refers to the number of small-size under- 
takings which it is intended to include within the Scheme. The 
criterion for inclusion has evidently been whether or not the 
undertaking provides a service for the casual passenger picked 
up at the roadside. Many of the smaller undertakings, while 
primarily concerned with coach hire business, do run one or two 
services, and for this reason they have been included in the 
Scheme. An analysis (which, at best, can be regarded only as a 
careful estimate) of the main types of operation conducted by 
the undertakings scheduled to be taken over shows that over 
40%, of the operators to be taken over are primarily concerned 
with coach hire work. 

The second main comment refers to the overall size of the 
proposed public undertaking. The Area Board will be respon- 
sible for 4,400 passenger-carrying vehicles operating over an area 
extending from Berwick in the north to Scarborough in the south. 
At first sight it is difficult to see what major economies of opera- 
tion or maintenance can be achieved by placing the transport 
services of such a wide area under one control. The local transport 
requireménts and facilities of Northumberland bear no relation 
to the local requirements and facilities of North Yorkshire, and 
it is difficult to see what purpose is to be served by achieving 
their co-ordination. And, further, whatever the possibilities of 
achieving further co-ordination, is not a total of 4,400 vehicles 
too large a number to be controlled by one administrative 
unit ? 

Admittedly the Scheme envisages that the Area will be divided 
into three districts and the proposals of the Commission stress 
the necessity for decentralisation. But the precise extent of the 

1 A third comment is, possibly, just to note that a large part of the passenger 
road-transport industry in the North-east is already publicly owned. In addition 
to the undertakings which are controlled by municipal authorities, the largest 
“ private ’’ undertaking in the area of the Scheme is also publicly controlled (as 
a result of the purchase by the Transport Commission of the Tilling Group of bus 
companies). This undertaking and the municipal undertakings operate 48% of 
the passenger-carrying vehicles included in the area of the Scheme, so that almost 
half the industry in the North-east is, in fact, controlled by public authorities. 
Of the remainder of the industry the Transport Commission owns 44% of the 
ordinary share capital of the second largest undertaking in the North-east. This 
undertaking operates 21% of the vehicles in the area of the Scheme. The 
Commission’s holdings in this undertaking are a result of the taking over of the 
railway holdings in road passenger transport which occurred when the railways 
were nationalised. The remaining 31% of the vehicles in the area of the Scheme 
are those operated by ‘‘ medium ”’ and “‘ small” operators, and include the many 
vehicles which are employed on coach hire work. 


In regard to stage operation —the “‘ essential ’’ element of the passenger road- 
transport industry—the greater part of the industry is already publicly owned. 
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decentralisation intended is not revealed. Major matters of 
policy will be decided by the Transport Commission, while fares 
will be fixed in accordance with the Charges Scheme, which is to 
be prepared by the Commission in accordance with Part V of the 
Transport Act. Within the framework of the policies laid down 
by the Transport Commission the Area Board will have responsi- 
bility for the actual operation of services. With such a large 
number of vehicles operating over such a wide geographical area, 
this responsibility will be difficult to execute centrally. Such 
technical economies as may result from centralised control are 
likely to be more than offset by the difficulties of ensuring efficient 
and flexible administration. The Board may well find it advan- 
tageous to decentralise the major part of their operating responsi- 
bility to the Districts in such a way that the Districts become 
the units of control. In this event the function of the Area 
Board in the Scheme will be small. In fact, in view of the extent 
of the area and its natural division into the Tyneside—Wearside 
region in the north and the Hartlepools—~Teesside—Darlington 
region in the south, it might well be advantageous to provide two 
schemes, one for each of the two regions. 

The way in which passenger road transport should be organ- 
ised must depend on the object which has to be achieved. If 
this object is to be the co-ordination of road and rail passenger 
services, an organisation similar to that established for the 
operation of road-haulage services might have its advantages. 
The short-distance services would be left as they are and the 
longer-distance services would be controlled, and operated, in 
accordance with a co-ordinated road-rail policy for long-distance 
passenger travel. 

If the main object to be achieved relates to short-distance 
passenger services the co-ordination which is envisaged must, 
presumably, be incapable of achievement by means of the present 
system of controls exercised through the Licensing Authorities. 
Whether the proposed new Scheme provides a more suitable 
organisation for the co-ordination of road passenger services 
depends on what this co-ordination entails, and this has not, so 
far, been revealed. If the controls exercised by the Licensing 
Authorities are considered insufficient, then a strengthening of 
the controls might be all that is required. 

If the advantages of the Scheme are to be found in the 
economies which are to be gained from the establishment of 
larger units of operating control, then the nature of these economies 
must be explained. It is a fallacy to suppose, automatically, 
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that the larger the unit of control the greater will be the degree of 
economic efficiency. 

It may be, of course, that road passenger transport is to be 
operated more on social than on economic lines. It may be 
policy, for example, to provide a larger network of rural bus 
services than would be justified by the traffic to be carried. It 
has been assumed in this article that the main criterion on which 
transport policies will be decided will be more economic than social. 
The present circumstances of the transport industry preclude the 
development of major schemes which, while desirable on general 
social grounds, are not financially self-supporting. The Chairman 
of the British Transport Commission has, himself, emphasised 
that large-scale improvements in rural bus services are unlikely in 
the near future, as further unremunerative services cannot be 
afforded. 

The proposed Passenger Road Transport Scheme for the 
Northern Area is, however, only an outline of a scheme; the 
information, so far lacking, which will enable the merits of the 
proposed organisation of passenger road transport to be assessed 
will presumably be provided when the Commission gives a fuller 
account of its intentions. 

A. M. MILNE 
King’s College, 
University of Durham. 











A NOTE ON “RISK AND THE COBWEB THEOREM ” 


In a recent article in this Journal,! Mr. Hooton essayed the 
laudable task of demonstrating the minor importance of the 
cobweb theorem for economics. Unfortunately, in his enthusiasm 
to dust off the cobweb he became entangled, and was consequently 
thrown into some confusion. It is the intention of this note to 
clear up some of this confusion, and, in passing, to review the more 
recent literature on the cobweb cycle,? much of which seems to 
have been neglected by Mr. Hooton. 

Mr. Hooton first (p. 70) makes the valid point that : “ When- 
ever production occupies a period of time, a producer must always 
take some risk of the price falling below his expectations.” He 
observes that this risk, which can be considered a cost of pro- 
duction, increases when the amplitude of previous fluctuations in 
the price of the commodity increases. He then goes on: “ It is 
useful to think of there being one basic supply schedule from 
which degrees of risk can be measured. We may quite realistically 
draw such a schedule under the assumption that the price of a 
commodity is guaranteed by a Government commodity agency ” 
(p. 70). Mr. Hooton plots this schedule as a supply curve of the 
normal upward-sloping shape, lying to the right of any “ risky ” 
supply curves, and labels it Sg (p. 71). 

With a similar desire to establish a riskless schedule on the 
demand side, Mr. Hooton draws up : 

* A non-speculative demand schedule . . . (which)... 
shows the amounts that would be demanded per period at 
different prices for current consumption or non-speculative 
storage by purchasers who are assured that they will be able 
to acquire as much of commodity x as they may wish in the 
future at the price that prevails in the current period.” 

This schedule is represented by a normal downward-sloping 
demand curve, and tagged Dg (p. 73). 


1 F. G. Hooton, “‘ Risk and the Cobweb Theorem,’? Economic JouRNAL, 
March 1950, pp. 69-80. 

2M. Ezekiel, “‘The Cobweb Theorem,” Q.J.E., 1938, pp. 253-80. In 
addition to the articles by Schultz, Ricci, Tinbergen and Leontief, quoted by 
Mr. Hooton, it seems desirable to include the following in the early notable 
articles on the cobweb cycle: P. N. Rosenstein-Rodan, ‘‘ Das Zeitmoment in 
der Mathematischen Theorie des wirtschaftlichen Gleichgewichtes,”’ Zeitschrift 
fiir Nationalékonomie, 1930, pp. 129-42. Also his ‘‘The Réle of Time in 
Economic Theory,” Economica, 1934, pp. 77-97. N. Kaldor, ‘‘ A Classificatory 
Note on the Determinateness of Equilibrium,’ Review of Econ. Studies, 1934, 
pp. 122-36. O. Lange, ‘“‘ Formen der Angebotsanpassung und wirtschaftliches 
Gleichgewicht,”’ Zeitschrift fiir Nationalékonomie, 1935, pp. 358-65. 
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The intersection of these curves Sg and Dg determines, accord- 
ing to Mr. Hooton, the position of normal equilibrium in static 
theory, and he uses similar “ riskless ” curves to derive his cobweb 
cycles. 

There seem to be, however, certain difficulties attached to the 
use of such curves for these purposes, for we believe that they are 
drawn under assumptions which render them mutually exclusive. 
Taking first the “ riskless ” supply schedule Sg, we interpret it to 
mean that the corresponding demand curve is infinitely elastic to 
the right of the guaranteed price, showing that any amount will 
be absorbed by the Government agency at that price. To the 
left of the guaranteed price, the demand curve is presumably of the 
normal shape, 7.e., upwards-sloping to the left. In any given 
period, therefore, with the guaranteed price fixed, the supply 
curve Sg above that price becomes “risky ”’ Thus a “ riskless ” 
supply curve of this type cannot give a cobweb cycle, since the 
supply curve does not exist above a certain price. Neither does 
the demand curve exist below that price. In fact, it is impossible 
to get a continuously divergent cycle with such a guaranteed price. 

Turning now to the “ riskless ” demand schedule Dg, we see 
that this too, on Mr. Hooton’s definition, requires very special 
conditions. For once a price is established on the market, then 
buyers have the guarantee that they can obtain unlimited 
quantities at that price in all future periods. Therefore, the 
demand curve above the current price becomes inoperative, a 
relic from the past. If, in the next period, the current price drops 
from P to P’ say, then P’ is now the price that will rule to infinity, 
and that part of the curve between P to P’ similarly becomes 
obsolete. As a corollary of this, the supply curve of the com- 
modity can never rise above the level of the first established market 
price. Therefore, the supply and demand curves in this situation 
are of a very peculiar kind; never rising above a certain level, and 
if the current price ever falls, never being operative above the 
reduced price. 

It appears then, that each of these “riskless ” schedules is 
drawn on very restrictive assumptions, which are mutually 
exclusive. They are entirely separate from each other, having to 
do with different supply-and-demand situations, and their inter- 
section obviously does not determine normal static equilibrium. 
In fact, it is very difficult to attach any economic meaning to the 
intersection of these curves, since if Dg exists, then Sg cannot co- 
exist on the same market. Certainly, they cannot be used to 
derive cobweb cycles. 


‘ 5] 
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The Assumptions of the Cobweb Theorem 


It seems worthwhile to re-state the main assumptions of the 
cobweb theorem !: 


(1) The industry is characterised by conditions of “ pure ” 
competition. (Perfect competition, at least in its “ perfect 
knowledge ” variant, will not give a cycle, since the pro- 
ducers, knowing the equilibrium point, will go there and 
stay there, even though the equilibrium point may be 
unstable in the usual sense.) 

(2) The demand and supply curves do not change over the 
course of the cycle, i.e., they are “ reversible.” 

(3) There is a lag of at least one period in the response of 
production to a change in price. 

(4) Producers expect current prices to continue, i.e., 
they do not learn from experience. 

(5) As a corollary of assumption (4), there is a constant 
carryover of stock from one period to another. Therefore 
speculation is excluded. 

(6) Demand reacts instantaneously to price changes. 


Under these assumptions, and given an initial disturbance, we 
get a regularly fluctuating cycle of production and prices. These 
cycles are of a convergent, divergent or continuously oscillating 
character, according to whether the slope of the demand curve is 
less, greater or equal to that of the supply curve. These rules 
apply only to straight-line demand and supply curves.? It is not 
possible to give similar simple rules in terms of the elasticities of 
the curves, except in the special case of curves of constant 
elasticity, reduced to linearity by using a logarithmic scale,* 
since elasticity usually varies along the length of the curve. 


1 The assumptions set out by Mr. Hooton (p. 75) are not complete. Other 
necessary assumptions are given by Moses Abramovitz, Price Theory for a 
Changing Economy, Columbia, 1939, pp. 31-2. The whole of Dr. Abramovitz’s 
Chapter 2 (pp. 22-64) is an interesting discussion of problems of the cobweb- 
cycle type. 

2 Professor Leontief showed, in the 1935 Zeitschrift article quoted by Mr. 
Hooton, that in cases of non-linearity of the curves, we may get cycles that 
converge and diverge alternately. He also showed that, in these cases, a diver- 
gent cycle may eventually decrease in amplitude until it approached a neutral 
oscillating equilibrium. This last case would explain the existence of regular 
commodity cycles. 

3 Abramovitz, op. cit., pp. 32-8. Mr. Hooton’s curves do not appear to be 
of constant elasticity, nor to be plotted on a logarithmic scale, so that his rules in 
terms of elasticities are incorrect. Abramovitz shows (he acknowledges these 
points as due to Professor Milton Friedman) that Mr. Kaldor’s rules in terms of 
elasticities (Kaldor, op. cit., p. 135) are also incorrect. 
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It is easy to show that the cobweb cycle may be ameliorated, 
or even destroyed, if one or more of the assumptions made above 
is dropped. To show, however, that even under all of these 
assumptions, the cobweb cycle would probably eventually con- 
verge, was the achievement of Professor Buchanan. In his 
highly ingenious analysis, he demonstrated that since, over the 
course of the cycle, producers’ losses will outweigh their gains, 
their capitals will be depleted, and some may therefore be driven 
out of business. Unless one is prepared to make the further 
assumption that there is a “‘ reserve army ” of producers, prepared 
to rush into the industry and incur definite losses, the supply 
curve will become steeper in slope, and therefore the tendency to 
converge towards equilibrium will be speeded up (or the speed of 
divergence will be lessened). 

Any of the above assumptions could be abandoned and its 
influence examined. However, we are only going to examine in 
detail the effect of abandoning the assumption that producers 
expect current prices to continue. We now allow the pro- 
ducers to anticipate that the price ruling in the next period may 
not be the same as the price ruling in the current period. When 
this assumption goes, the market is also thrown open to specu- 
lators, since stocks can now vary. The influence of speculation 
Mr. Hooton considers to be wholly beneficial. His speculators are 
omniscient beings, who buy when prices are low, and sell when 
prices are high; thus evening-out price fluctuations, and making 
everyone concerned better off. Such men are obviously pro- 
spective candidates for Professor Lerner’s Board of Counter- 
Speculation.? Unfortunately, not all speculators are so clair- 
voyant as this. Some of them, for example, interpreting a sudden 
fall in price as symptomatic of further falls, may unload their 
stocks straight away, causing the price to fall even more, and thus 
aggravating the cycle. Besides this, speculators are not interested 
in speeding up the path towards equilibrium, since in that beatific 
state there are no price movements, and thus no room for specula- 
tion. Speculators are interested primarily in movements in prices,* 


1 N. S. Buchanan, “‘A Reconsideration of the Cobweb Theorem,” J.P.E., 
1939, pp. 67-81. 

2 The second assumption of the reversibility of the supply and demand 
curves is not likely to be fulfilled in practice, as Marshall pointed out many years 
ago (Pure Theory of Foreign T'rade, p. 27, and Pure Theory of Domestic Values, 
pp. 12-13). If the curves shift frequently, then ever-new oscillations will be 
set up, and equilibrium will be seldom attained. 

3 A. P. Lerner, Economics of Control, Macmillan, 1944, p. 55. 

4 Cf. E. H. Chamberlin, The Theory of Monopolistic Competition, Harvard 
1947 (Fifth Edition) (pp. 28-9). Also Abramovitz, op. cit., pp. 47-50. 
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and if they find the amplitude of these price movements 
lessening, will try to increase the fluctuations. These con- 
siderations seem to lessen the grounds for Mr. Hooton’s belief in 
the Good Fairy Speculator. Even so, on balance, the present 
writer would imagine that the total influence of speculation on 
markets of the ‘‘ cobweb ” type, is beneficial, but this is only a 
guess, and may well be wrong. The Good Fairy may turn out to 
be a Wicked Witch after all ! 


Expectations and the Cobweb Cycle 1 


What effect do expectations have on the cobweb cycle? Mr. 
Hooton lays down the following rules (p. 79; the italics are his) ; 


“ Tf the producer is assumed to expect a different price to 
prevail when he markets his product to that which prevails 
when he commences production and if he acts in accordance 
with his expectations, the effect will be to reinforce the move- 
ment toward normal equilibrium if his expectations are 
correct (unless the change in production is so drastic as to 
increase the disequilibrium in the opposite direction to the 
current disequilibrium). Jf the producer’s expectations are 
incorrect, a greater disequilibrium in the same direction 
invariably results.” 2 


These rules are unfortunately wrong. In order to show that 
incorrect anticipations, far from aggravating a cycle, may even 
change a divergent cycle into a convergent one, the writer has 
constructed the simple model illustrated in Figure 1. 

It is assumed that the producers do not expect that the current 
price will continue to rule in the next period, but that they 
subtract a specific amount, a “risk factor,” which we shall call 
r, from the current price in order to obtain the next period’s price. 
They do this for all the values of the “ objective ” market demand 
curve DD, so that we may construct an “imagined ” demand 
curve, which we label DeDe. This curve shows the prices that the 
producers expect will rule in the next period, and it is the guide by 
which they will plan their production. We further allow the risk 
factor r to vary directly or inversely with the current price (r 

1 There are good discussions of expectations in Richard M. Goodwin: 
‘* Dynamical Coupling with especial reference to Markets having Production 
Lags”’: Econometrica, July 1947, pp. 181-204, and Abramovitz, op. cit., pp. 
, : te. Kaldor (op. cit., p. 136) proposes somewhat similar rules: ‘‘ The exist- 
ence of foresight, however incomplete, will always change the situation in 
favour of stability so long as the anticipations are in the right direction (in the 


direction in which prices actually move), though it will change the situation in 
favour of instability if expectations are in the wrong direction.” 
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can remain a constant, of course). In the diagram, r is depicted 
as an increasing function of the current price, increasing from 
negative amounts for low values of the current price to large 
positive amounts when the current price is very high. 

Of course, different producers will have different risk factors, 
but, as Goodwin has shown,! we may interpret the industry’s risk 
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factor as a weighted average of the individual producer’s risk 
factors. We must also make the further assumption that the 
imagined demand curve persists unchanged over several periods, 
so that it is valid for multi-period analysis. 

After this string of assumptions we are at last in a position to 
start the actual analysis. The SS and DD curves are of the normal 


1 Goodwin, op. cit., p. 192. Professor Goodwin demonstrates this for his 
symbol p, which denotes the constant fraction by which the producers expect 
next period’s price to exceed the difference between the current price and last 
period’s price. The risk factor r in the text is not the same, since it is not a 
fraction but a specific amount, and is not constant, but is a function of the current 
price. His proof of the weighted average still holds in our case, however. 
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“cobweb ” type. DeDe is an “ imagined ” demand curve, drawn 
on the assumption that r is not only an increasing function of the 
current price, but also that r increases at such a rate that the slope 
of DeDe is lowered considerably, to below that of SS. 

Assume that in the first period, production is at Q,, so that 
the ruling price is at P,. With the old assumption that pro- 
ducers expect the current price to continue, production in the next 
period would be Q,, inducing a price of P,. Since the slope of DD 
is greater than that of SS, the cycle would be divergent. 

The introduction of expectations of the form illustrated by 
DeDe changes the picture, however. Instead of planning their 
production on the assumption that next period’s price will be P,, 
the producers, expecting the price to be Z,, will produce an amount 
Q,'. This will induce the price P,’ in the second period. In the 
third period the producers will be expecting, not the price P,’, 
inducing a quantity Q,”, but the price H,. Therefore the quantity 
Q,' will be produced. 

This process will go on, until equilibrium is finally reached at 
X, the point of intersection of DeDe and SS. At this point, pro- 
duction will be at the level OX’, but the price received per unit 
will be X’P. Therefore, the producers will receive excess profits 
of PX per unit. The presence of these excess profits would no 
doubt soon lead to a revision of expectations and so to a change in 
the position and shape of DeDe. 

The writer is not much impressed with the practical use of this 
model, depending as it does on so many restrictive assumptions.! 
The main purpose has been to show that expectations which, it 
must be emphasised, are incorrect throughout can convert a 
divergent cycle into one that converges. It may be objected that 
the shape of the r function (—f(P), where P is the current price) 
chosen is arbitrary and unrealistic. This may be so (though we 
would dispute it), but the objection is irrelevant, since here we are 
concerned with theoretical, and not empirical possibilities. 


Conclusion 


We emerge from cobweb land, “ though long detain’d In that 
obscure sojourn,” to find that we agree with Mr. Hooton when he 
says that the cobweb problem is “an essentially dynamic 


1 The case analysed in the text is only one of many possible hypotheses that 
can be made using this model. Since r is freely variable with price, and can take 
positive and negative values, there are many possible combinations with con- 
vergent, explosive and neutral cycles. The complete details of this somewhat 
mechanical analysis are omitted, since they would prove tiresome to the reader, 
and would add nothing essential to the analysis above. 
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problem ” (p. 69), but that we cannot agree when he contends that 
“the theory of economic equilibrium is vindicated ” (p. 78) by 
his analysis. Even if one grants the validity of his analysis, which 
we do not, there still remains the fact that the equilibrium 
vindicated is a static one, and that dynamic assumptions have had 
to be introduced to do it. This is hardly surprising, for the work 
of Professor Samuelson has shown that “‘. . . the problem of the 
stability of equilibrium is intimately tied up with the problem 
of deriving fruitful theorems in comparative statics.” 1 In other 
words, it is impossible to formulate the conditions of static 
equilibrium without specifying the velocities of adjustment of the 
relevant variables. 

In conclusion, it seems necessary to point out that the assump- 
tions of the cobweb theorem are so unrealistic as to bring into 
question its usefulness. For instance, the producers are supposed 
to act on an assumption (that of constant-price expectations) 
which is falsified as soon as they act on it, and this disappointment 
is supposed to have no effect on their future behaviour!* Such 
considerations seem to put out of court any large future develop- 
ments of the cobweb cycle. Its past successes have been to 
explain, partially, commodity cycles, and to have focused atten- 
tion on problems of the stability of equilibrium. Its main present 
use seems to be to serve as an introduction to difference equations,® 
which are now so fashionable in dynamic economics. As to its 
future use, may the author put in a plea for the great merits of 
drawing cobweb cycles as a new form of solitaire for economists, 
imprisoned in their studies on wet afternoons ? 

P. K. NEwMAN 
University College, 
London. 


1 P. A. Samuelson, Foundations of Economic Analysis, Harvard, 1948, p. 258. 

2 In this respect, therefore, this assumption is analogous to the assumption, 
made by Cournot and Bertrand, that duopolists do not learn from experience. 
For a penetrating discussion of this last assumption, see Professor William 
Fellner’s recent book Competition Among the Few, Knopf, 1949, Chapter 2, 
especially pp. 65-9. 

> See P. A. Samuelson, op. cit. (pp. 265, 321, 339 and 390-1). Also his 
“Dynamic Process Analysis” especially pp. 368-74 in A Survey of Contemporary 
Economics, Ed. H. Ellis, Blakiston, 1948. 











THE ECONOMIC POSITION OF THE BORDARS AND 
COTTARS OF DOMESDAY BOOK.* 


Next to the Villani, the persons described as Bordarii are by 
far the most numerous class of the Domesday population. Ellis 
reckoned that more than 82,000 of them are enumerated in Domes- 
day Book, as compared with a total of between 108,000 and 
109,000 villani. In every county covered by the survey the 
bordars formed a very considerable fraction of the enumerated 
inhabitants. In Norfolk and Essex, and, again, on the other side 
of England, in Hampshire, Dorset, Worcestershire and Cornwall, 
they were the most numerous class of all. Only in five counties 
do they take the third place, being outnumbered, not only by the 
villani, but also, in Gloucestershire, by the servi—in Lincolnshire, 
Nottinghamshire and Leicestershire by the sokemen—in Middle- 
sex by the cottars. In every other county they come second, the 
first place being held by the villani in all of them except Suffolk, 
where the liberi homines form the largest class, and the villani are 
less than half as numerous as the bordarii. Moreover, though the 
Domesday scribes frequently distinguished the cottars from the 
bordars and occasionally, in the west, even drew a distinction 
between cotarii and coscez, it seems clear that the cottars and 
bordars were in some respects very similar, and that in some 
districts the term “ cottar ’’ was employed for the same class of 
persons to whom the term “ bordar” was applied in other 
districts. Altogether Ellis reckoned the total number of Domes- 
day cottars (including those described as coscez, etc.) at some 
6,800, but nearly 4,800 of these are found in the five counties of 
Cambridgeshire, Hertfordshire, Berkshire, Sussex and Wiltshire, 
the Wiltshire figure being more than twice that for any other 
county, and amounting to nearly a quarter of the total for the 
whole of Domesday Book. If we were to treat the cottars and 
bordars as a single class and amalgamate their numbers, the 
villani would be dethroned from their pride of place as the most 
numerous class in three more counties—Wiltshire, Hertfordshire 


1 The present article completes my investigation of the economic conditions 
of the Domesday peasantry. The classes dealt with in this and my two former 
articles comprise over 78 per cent. of the enumerated population. The only 
considerable rural classes not dealt with are the servi and the liberi homines, who 
between them constitute some 13 per cent. of the total; but the methods I have 
employed are inapplicable in the case of the former, and, except in East Anglia 
and Essex, the liberi homines are numerically negligible. 
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and Cambridgeshire—and would only just maintain it in 
Berkshire. 

To assert the complete identity of the bordar and cottar classes 
would certainly be to fly in the face of overwhelming evidence to 
the contrary. On page after page of Domesday Book we find 
bordars and cottars separately enumerated in the same manors. 
On the other hand, there is no denying the evidence which 
approximates the two classes. The distinction must have 
been hard to draw, and sometimes the two terms are 
treated as synonyms. And these facts are important because 
they afford some indication of the character of the very 
numerous bordar class. It is therefore a necessary preliminary 
to an inquiry into the economic position of the bordars and 
cottars to set forth the main points in the evidence regarding 
this matter, though most of it is already familiar to Domesday 
students. 

In the first place, the original meaning of the French term 
“bordar ’’ seems to be practically identical with that of the 
English term “‘ cottar.” The word appears to be derived from a 
Frankish word borda, meaning a wooden hut, so that the bordar, 
like the cottar is primarily a person who dwells in a humble 
cottage. Secondly, there is no mention of bordars in the articles 
of the Domesday Inquest preserved as a preamble to the Ely 
Inquest, but in countless entries in Domesday Book they occupy 
the place occupied by the cottars in the well-known clauses of 
that preamble—quot villani, quot cot (cothcethle: C. text), quot 
servi, quot liberi homines, quot sochemani.2, Further, cases are 
not wanting where a comparison of Domesday with one of its 
satellite texts shows one of the two terms replacing the other for 
the same people. At Soham in Cambridgeshire, Domesday records 
the presence of ten bordars, while the Ely Inquest tells us that 
there were ten cottars there. On the other hand, at Whaddon 
in the same county, the Ely Inquest mentions fifteen bordars who 
appear in Domesday as cottars.4 The Cambridgeshire Inquest, 
again, tells us of two cottars on the land which Ralph de Bans 


1 QO. Bloch (Dictionnaire Etymologique) gives borda as a Frankish word with 
the sense ‘‘ cabane de planches ”’ and describes this word as “ pluriel neutre de 
sens collectif, devenu feminin de bord, planche”’; cf. N.E£.D. 

2 L.C.C., ed. Hamilton, p. 97; Stubbs, Select Charters (9th ed.), p. 101. See- 
bohm drew the conclusion that ‘‘ to a great extent the words bordarii and cottarii 
were interchangeable”: English Village Community (reprint of 1905), p. 95. 
He recognises the fact that the two were sometimes distinguished, but emphasises 
their similarity, ibid., pp. 96-7. 

’ Dd. I, f. 190b, I.C.C., p. 101. 
* I.C.C., p. 107; Dd. I, f. 191. 









344 THE ECONOMIC JOURNAL [JUNE 


held of Guy de Raimburcurt in the lost village of Wratworth, 
while the corresponding entry in Domesday refers to two bordars.1 
Then it has been noticed that in Surrey the cottars of Domesday 
are “‘ peculiar to certain hundreds,” while in this county “ bordars 
and cotters never occur together in the same entry.” ? In Berk- 
shire too, according to Baring, all the entries in the hundreds of 
Beynhurst, Blewbury, Hesletsford and Wantage “ have cotters 
but no bordars,” while “in the other hundreds, except Ganfield, 
we have bordars but no cotters.”* A similar preference for the 
term cottar has been observed in certain hundreds of Sussex.‘ 
These facts, combined with the complete absence of cottars in 
many counties, including the three counties of the Little Domes- 
day and others adjacent to counties in which the cottars were 
very numerous, suggest that in many cases we have to do, not 
with differences in social conditions, but merely with a difference 
in nomenclature.’ It is also noteworthy that some of the things 
we read about bordars remind us of the kotsetlan of the eleventh- 
century Rectitudines. The kotsetla, we are told, ought to have at 
least 5 acres of land, and on some estates has to work for his lord 
every Monday in the year and three days a week during harvest. 
And though the size of the bordars’ holdings is rarely given in 
Domesday, in a large proportion of these cases the holding was 
just 5 acres. As regards the labour services of the bordars the 
only definite statement which I have found in Domesday is the 
well-known entry relating to Ewias Harold in Herefordshire, 
which tells us of twelve bordars who worked one day a week.’ 
But the early twelfth-century surveys in the Liber Niger of 
Peterborough yield several examples: ten bordars at Oundle, 
seven at Cottingham, six at Castor and ten in the manor of Scotter 
and Scaletorp (?% Scotterthorpe) were bound to that amount of 
work. At Pytchley, another of these Peterborough manors, we 


1 T.C.C., p. 80; Dd. I, f. 200. Parallel to the Soham case is that of Snailwell, 
which is given three bordars in Domesday, but three cottars in the Ely Inquest : 
Dd. I, f. 199; I.C.C., p. 101. 

2 F. H. Baring: Domesday Tables (1909), p. 9; cf. Round, V.C.H. Surrey, 
Vol. I (1902), p. 292. Both writers refer to the observations of Malden on this 
point. 

3 Op. cit., p. 40. 

4 Round and Salzman, V.C.H. Sussex, Vol. I (1905), p. 368. 

5 Ellis enumerates no cottars in Hampshire, though they were particularly 
numerous in Sussex, Berkshire and Wiltshire; and according to him they are 
entirely lacking in Bedfordshire and Huntingdonshire, as well as in Norfolk, 
Suffolk and Essex, though there were more than 700 in Cambridgeshire and more 
than 800 in Hertfordshire. 

* Die Gesetze der Angelsachsen (ed. Liebermann), Bd. I, pp. 445-6. 

? Dd. I, f. 186. 
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find a somewhat closer parallel to the obligations assigned to the 
kotsetla in the Rectitudines, for the Pytchley bordars had to work 
twice a week during August and once a week during the rest of 
the year.t A similar usage is found, a century after the date of 
Domesday, at Temple Guiting in Gloucestershire, where every 
bordar worked each Monday and Wednesday from August 1 to 
November 11, and one day a week at other times.? Again, 
bordars who worked once a week are mentioned in the early 
twelfth-century survey of Felsted in Essex, while in the earlier of 
the two Burton Abbey surveys (which Round dated 1114-18) the 
description of Field in Staffordshire contains the statement Edeva 
est bordaria et operatur i die and an Evesham Abbey survey of un- 
certain date relating to Ombersley in Worcestershire tells of one 
Nicholas Bastard who tenet 1 bordellum et operatur die lune in 
ebdomada.* Finally, it is worthy of note that in the Peter- 
borough Liber Niger (although a distinction is drawn at Fiskerton 
between a plenus cotsetus and the bordarii) the description of 
Pytchley employs the terms cotsetes and bordarii for the same 
people.* 

In view of all this evidence it seems clear that in an inquiry 
into the economic position of the bordars and cottars of Domesday 
Book we must start by recognising that the connotation of both 
terms was that of a person dwelling in a cottage, possessing a 
small amount of land and owing services that were not sufficiently 
burdensome to make any very serious inroad upon his time. 


1 Chronicon Petroburgense (Camden Soc., 1849), pp. 157-66 passim. 

2 Records of the Templars in England, ed. B. A. Lees (British Academy Records 
of Social and Economic History, 1935), p. 51. 

3 The Felsted case comes from the Cartulary of La Trinité of Caen [Biblio- 
théque Nationale MS. lat. 5650, f. 27: bordarios xx qui una die operantur in 
ebdomada]. On the same manor, however, bordars who held portions of the 
demesne worked, some two days, some three days a week : f. 26v. For the Field 
case see Collections for a History of Staffordshire (William Salt Archeological 
Society for 1916, pub. 1918), p. 227. The Ombersley example comes from the 
Evesham Register (Brit. Mus. Vesp. B. XXIV, f. 24]. 

‘ Op. cit., pp. 164, 161: Lt sunt ibi ix pleni villani et ix dimidii villani et v cotsetcs. 
Pleni villani operantur iij diebus in ebdomada usque ad festum Sancti Petri in 
Augusto et inde usque ad festum Sancti Michaelis unaquaque die in ebdomada, per 
consuetudinem, et dimidii villani secundum tenaturas suas, et bordarii i die in 
ebdomada et ij in Augusto. The two terms also appear to be used as equivalent 
in the survey of Castor (p. 163), but this case is not so clear. Apart, however, 
from these*two surveys in which the two terms are applied indifferently to the 
same individuals, and except for the plenus cotsetus distinguished from the bordarii 
at Fiskerton, bordars and cottars are not found in the same vill in the Liber 
Niger surveys. The eight cotsetes, whose presence is recorded at Kettering 
(p. 157), like so many of the bordars mentioned elsewhere in the Liber Niger, 
worked once a week, and, like so many Domesday bordars, had five acres 
each, 
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Bordars and cottars as such resembled the kotsetlan of the 
Rectitudines, and were distinguished from the villani in much the 
same way that the kotsetla was distinguished from the gebur, who, 
it is suggested, had normally a yardland or virgate, while he 
received an outfit that included a pair of oxen, and owed services 
that varied from place to place, but on some estates involved 
three days’ work each week in harvest and spring, and two days 
a week during the rest of the year.1_ When Robert of Hereford, 
in his account of the Domesday Inquest, wrote of the inquiry as 
being concerned tam in tuguria tantum habitantibus, quam in domos 
et agros possidentibus he was thinking in the first case of the sort 
of people who are called bordars or cottars in Domesday.” It 
may be objected, of course, that he seems to indicate a wholly 
landless class, but such an interpretation of his words would be 
hard indeed to reconcile with the data of Domesday, and there can 
be little doubt that in the eleventh century the word ager often 
suggested to men’s minds an acre-strip in the open fields, so that 
it is perhaps allowable to conjecture that the learned bishop really 
meant to draw a distinction between, on the one hand, bordars 
and cottars, who as such were “ mere cottagers,’’ and, on the 


other hand, the substantial peasants, who had homesteads and 
regular holdings in the open fields.* 


It is one thing, however, to establish the connotation of terms 
employed in social classification and quite another matter to 
conclude that the social and economic position of the persons 
denoted by those terms is adequately indicated by them. One of 
the difficulties of medizval social history, and one that it is both 
easy and disastrous to overlook, springs from the fact that our 
sources tend to classify persons from a particular point of view; 
and it may well be that from that point of view the really important 
features of their position either cannot be discerned or lose their 
prominence in the perspective. In manorial documents people 


1 Die Gesetze der Angelsachsen (ed. Liebermann), Bd. I, pp. 446—7. 

2 Stubbs, Select Charters, 9th ed., p. 95. 

3 The word ager is commonly employed in the sense of acre in the Exon. 
Domesday and in the Excerpta of St. Augustines, Canterbury : in the latter text 
wo find several instances of agros where the Exchequer Domesday has acras; see 
Ballard, An Eleventh Century Inquisition of St. Augustines (Brit. Acad. Records of 
Social and Economic History, Vol. IV, 1920), p. 28. One is tempted to speculate 
whether Bishop Robert can have regarded the habitantes as having a more 
precarious tenure than the possidentes. Perhaps there is a trace of such 4 
distinction between villeins and cottars in a text of uncertain data in the Evesham 
Registers which records that the chapel of Newnham tenet de singulis virgatis 
rusticorum unam acram and also tenet iij acras et dimidiam quas cotmanni con- 
cesserunt et quantum in ipsis est [Brit. Mus. MSS. Vesp. B. XXIV, f. 19b; Harl. 
3763, f. 76). 
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are usually classified according to their relation to their lord and 
the nature of the tenure by which they held their dwellings or their 
land. But the adequacy of such classification for sociological 
understanding must not be assumed; and there is good reason 
for believing it to be much less adequate in some cases than in 
others. The purposes of those for whom the documents were com- 
piled were different from the purposes of the economic historian ; 
and when, for example, the texts distinguish persons or tenures 
according to their ‘‘ freedom ”’ or “ unfreedom,” the distinction 
may or may not have implied a very important difference in the 
lot of the people affected. Where holdings of a “‘ normal ”’ size 
were prevalent and unfreedom involved burdensome obligations 
of service, the conditions of a man’s life were no doubt largely 
determined by the question whether he was or was not personally 
or tenurially ‘‘ free.” But often—perhaps usually—the amount 
of land he held mattered more to him, one surmises, than either 
his personal status or the legal character of his tenure. And 
however that may be, there is prima facie some reason for thinking 
that in regard to our bordars and cottars the connotation of the 
terms by which they were described cannot safely be taken 
without more ado as a guide to their economic and social position. 
Just because the cottager as such has less land than will support 
him or fully occupy the time that is his own, while the services 
he owes to his lord are limited to something like a day a week and 
an extra day or two each week in harvest, he will have both the 
need and the opportunity to do other things than those necessitated 
by his status as a cottager. He may work for hire. He may 
acquire more land. He may, in a modest way, prosper. He 
may sink into abject poverty. And therefore a careful examina- 
tion of the evidence which bears upon {the actual economic 
position of the persons designated bordars or cottars is a necessary 
preliminary to any attempt to picture the conditions under which 
a large proportion of the population of Domesday England passed 
their lives. It is possible that such an inquiry, tedious and 
protracted though it needs must be, may have the additional 
interest of affording a glimpse into the possibilities of social 
mobility. The evidence falls into fairly well-defined groups, and 
so is most easily set forth by a consideration of each type of 
evidence separately. 


I 


We have, first, the direct evidence of Domesday Book and its 
satellite texts in regard to bordar and cottar holdings. For 
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Middlesex this is peculiarly full, for in this county much informa- 
tion is given about the acreage of the peasants’ holdings, and 
though it is not certain that the “‘ acres” represent agrarian 
realities rather than fiscal assessments, the figures in any case 
throw light upon the relative positions of different classes and of 
different members of the same class. We have precise statements 
about the holdings of 102 individual Middlesex bordars or nearly 
30% of the total number enumerated in this county. And though 
seventy-two of these had just 5 acres each, the holdings of the 
rest varied considerably. One had only 3 acres, and eleven only 
4 acres; but we find one with 6 acres, four with 7 acres, one with 
8 acres and twelve with half a virgate apiece. Further, besides the 
entries which tell us that each of the bordars possessed so much, 
we have a good many cases where it is possible to exorcise the 
ambiguity of entries which merely indicate that x bordars had y 
acres without explaining whether this was the total possessed by 
the group or the amount held by each member of it. Sometimes 
the area is so large that the latter interpretation is quite impossible. 
When we read that there were “36 bordars of 3 hides” at Staines 
we may be sure that this was what they held between them.! 
Sometimes, again, the context makes it virtually certain in which 
sense the ambiguous statement should be understood. Thus an 
entry relating to Stanwell runs as follows: [bi i villanus de i hida 
et vitj villani quisque dim(idiam) hid(am) et x villani quisque i 
virg(atam) et viij villani quisque dim(idiam) virg(atam) et iiij 
bordarii de xxviij acris.2 Here we have a double assurance that 
the bordars averaged 7 acres apiece: the precision of the state- 
ments about the individual villani and the logic of the descending 
order of magnitude both point to that conclusion. Even where 
the evidence is not so compelling as it is in these two examples, it 
is often strong enough to establish a degree of probability sufficient 
to justify a particular interpretation of the phraseology employed. 
We cannot, of course, draw any certain conclusions from statements 
about total areas as to the holdings of individuals, though, in view 
of the frequent occurrence of groups of bordars whose members had 
holdings of equal size, it seems probable that where the average 
holding works out at an exact number of acres or constitutes some 
simple and likely multiple or fraction either of the normal 5-acre 
holding or of the virgate, the individuals had in fact just that 
amount of land. In any case the averages are informing. The 
following table shows the results obtained by combining the cases 
where it seems clear that the areas given are the total areas 


1 Dd. I, f. 128. 2 Jbid., f. 130. 
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possessed by the groups with those in which the individual holdings 
are stated : 1 
TABLE I 
Middlesex Bordars in 1086 





Average acre- 
age per 
bordar .| 13 4 | 43) 48] 5 10 | 12% 





Number of 
bordars .| 4 11/3 2 | 84 6 | 8 | 24] 1 | 55] 14 





























The figures thus relate altogether to 264 bordars or over 76% of 
the total number enumerated in this county ; and they show that 
the average holding of 173 of these bordars was either 5 acres or 
some multiple of 5 acres, while of the others twenty-four averaged 
7} acres apiece, eight averaged 3? acres (one-half of 7} acres) and 
four had 5 acres between them. But it is perhaps even more 
significant that in 216 cases the average holding was a simple 
fraction of the virgate, as the next table shows : 


TaBLe II 





Average holding expressed as 
a fraction of the virgate . t 


Number of bordars é | 34 | 55 24 














The cottars remain to be considered. In Middlesex it is 
particularly necessary to examine the evidence relating to them, 
for Middlesex is the one county in which they actually out- 
numbered the bordars.?, The evidence is not so full or so clear 
as one could wish; but it suggests unmistakably that the term 
cottar tended to be employed in this county for persons who were 
either landless or had less land than the bordars. The distinction 
is not precise; but in general the cottars in Middlesex were the 
poorer members of the bordar-cottar class. 

In the first place, in twenty-one of the entries in which both 


1 Some of the figures depend upon the assumption that the virgate contained 
30 acres and the hide 120 acres. I have taken no account of a Stepney entry 
which reads et bord de dim h et dim virg (I, f. 130). The improbability of a bordar 
possessing so much land as this and the fact that single bordars are elsewhere 
indicated by a digit point to the omission of some numeral from this text. 

* The figures given by Ellis are 464 cotarii and 343 bordarii, while Baring makes 
the cottars 422 and the bordars 363 [Domesday Tables, p. 85]. The differences 
are due to Baring having included as bordars twenty of the forty-three persons 
entered as inter villanos et bordarios, while he has somewhat arbitrarily excluded 
thirty-two cottars of the King and ten cottars at Bishopgate. In explaining his 
procedure he has obscured it as regards the villeins and bordars by a slip of the 
pen. I have here, as elsewhere, used Ellis’ figures, as they are, I believe, the 
only ones available for the whole of Domesday. 
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bordars and cottars are enumerated, Domesday tells us how much 
land the former held, but says nothing about any land being 
possessed by any of the 111 cottars in question. Besides these 
cases, I have also noted eleven entries (relating altogether to 
fifty-one cottars) which mention the land of villani and do not 
mention any land held by the cottars. Further, in five of the 
entries which do assign land to certain cottars, other cottars— 
thirty-four in all—are mentioned without any reference to their 
holding land. Also, in two places we read of cottars—eight at 
Fulham and forty-one at Westminster—who apparently possessed 
only gardens. Thus, altogether, it seems safe to say that nearly 
53% of the Middlesex cottars are so described that, on the most 
natural interpretation of the language of Domesday, it seems to 
be implied that they were either virtually landless or possessed 
no more than a bit of garden ground. And this is in marked 
contrast to the bordars. Apart from a few entries which give no 
information about holdings even in the case of the villani, I have 
found only fifteen Middlesex bordars who are described without 
any reference to their land. 

On the other hand, the Middlesex Domesday gives us some 
information about the holdings of cottars in twenty-one cases 
comprising 135 persons or about 29%, of all the cottars in the 
county. At Westminster and also at West Bedfont we find a 
cottar with 5 acres, and the presence of a bordar with the same 
amount of land at the latter place shows that the distinction was 
not necessarily based upon the size of the holding.? At Staines 
five cottars had 4 acres apiece.* But though these are the only 
cases where the individual holdings are stated, there are many 
entries in which either the context or the manifest impossibility 
of the alternative interpretation justifies us in taking the acreage 
to be the total area held by the group; and we may therefore 
safely conclude that (including the seven cottars whose individual 
holdings we know) 110 out of the 135 cottars in question belonged 
to groups averaging from % acre to 6} acres per cottar, and that if 
we lump all the 110 together the average holding works out at 
less than 3 acres. There remain, of our 135 cottars, twenty-five 
of whose holdings it seems impossible to say whether the acreage 
refers to the possessions of individuals or the total holding of the 
group. On the assumption that the former interpretation is 
correct we should have to credit three of these people with 10 


villani et xxxvij cotarii de x acris (I, f. 128]. The double ambiguity here seems 


unsurmountable. 
2 Dd. I, ff. 128, 130. 3 Ibid., I, f. 128. 
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acres apiece and ten of them with 9 acres, but in any case eight 
of the others must have had holdings not exceeding 4 acres. The 
average holding for the twenty-five taken together works out 
either at less than 1} acres or at less than 7 acres, according to 
which of the alternative interpretations we adopt. 

For Cambridgeshire we have a considerable amount of evidence 
similar to that provided by Domesday for Middlesex though less 
comprehensive. Most of it comes, however, not from the 
Exchequer Domesday, but from the “ satellite” texts of the 
Cambridgeshire Inquest and the Ely Inquest. The three texts 
between them contain precise statements about the individual 
holdings of eighty-four bordars, or 5-9°% of the total number in the 
county, distributed among eighteen villages. As in Middlesex, 
holdings of 5 acres predominated, for sixty of the eighty-four had 
just that amount. The rest were distributed as follows: 15 
acres, one; 10 acres, seventeen (? fourteen); 8 acres, two; 7 
acres, two; 4 acres, one; and 1} acres, one.! But further we 
find in the Cambridgeshire Inquest nine entries, relating to forty- 
four bordars, divided in groups ranging from two to twelve, in 
which the number of bordars is identical with the number of acres 
assigned to the group; and it seems justifiable to regard these 
forty-four bordars as tenants of single acres, since a similar co- 
incidence of numbers occurs in none of the twenty entries which 


state that the acreages represent the holdings of individuals, and 
since (apart from the three cases of isolated individuals) all these 
last relate to groups whose members had identical holdings and 
the groups, in these cases also, range from two to twelve.2 Then 


1 There is doubt about three of the 10-acre holdings—those which the I.C.C. 
(p. 88) assigns to three bordars at Little Gransden, for the corresponding entry 
in the Ely Inquest is ij 6. de xv ac. (p. 111). Apart from the commonness of 
5-acre holdings and the rarity of 15-acre holdings, there is no key to the inter- 
pretation of the latter entry. Nine of the 5-acre holdings are also rather doubtful, 
for the Domesday statement ix bord unusquisque de v acris (Abington, f. 190) may 
be a corruption of that preserved in the I.C.C. text (p. 60): ix bor. ij cotarii 
unusquisque v acts. 

* Besides the forty-four bordars recorded in the I.C.C., there were, according to 
Domesday, ‘‘ 15 bordars of 15 acres”’ at Fordham (I, f. 189b). It is allowable to 
conjecture that scribal errors in the I.C.C. text have obscured two other 
examples of bordars holding an acre apiece. At Horseheath (p. 30) we find 
duo bor de ij car, and this seems impossible, especially as the I.C.C. and Domes- 
day both state that there was only “land for six oxen” on the little estate 
with which the entry is concerned. Apparently the scribe read car for acr(is), 
as is suggested in V.C.H. Cambridgeshire, Vol. I, p. 408, note 3. Then, at 
Cherry Hinton, the I.C.C. (p. 27) records the presence of twenty-one bordars 
of 20 acres and two cottars, while Domesday (I, f. 193b) gives twenty-two bordars 
and says nothing about any cottars. I suspect that there were really twenty 
bordars holding an acre each and that, as the cottars cannot have differed much 
from such very small holders, the distinction is ignored in Domesday. I have 
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there were fourteen bordars at Horningsea and eight at Soham 
who had only gardens, while of three at Isleham we are told that 
they had no land—carent terram.1 The 3 hide credited to 
seventeen bordars at Teversham certainly represents the total 
holding of the group, whose members thus averaged less than 4 
acres each; and that the “ three bordars of 20 acres” at Hatley 
St. George had that amount of land between them is also virtually 
certain, for Eudo Dapifer’s little manor, on which these bordars 
were the only tenants, was a one-hide estate containing land suffici- 
ent for one plough, and there were 3 virgates and 10 acres on the 
demesne.2 One cannot feel sure, however, in which sense to 
interpret an Eversden entry which speaks of “ three bordars of 
5 acres,” though it is perhaps suggestive that on another manor 
in the same village there were two bordars who had 5 acres each.’ 

Since cottars were very numerous in Cambridgeshire the 
statements relating to them must be compared with the data 
relating to the bordars.* Four cottars at Shepreth had 9 acres 
each, while five at Barrington, four at Ordwell and three at 
Abington Piggotts had 5 acres each.5 There was a cottar with 
3 acres at Guilden Morden, and another entry relating to this 
village mentions “ five cottars of 5 acres and three cottars of 3 
acres,’ which on the face of things seems to imply that these areas 
also are individual holdings, though the coincidence of numbers 
and acres makes one doubtful. At Stretham there were ten 
cottars with an acre each, and perhaps we should also recognise 
tenants of that amount in “ three cottars of 1 acre ” at Barrington 
and “ eight cottars of 1 acre” at Littleport.? A total of sixty- 
three, distributed among six villages, had only gardens.’ It is 





noticed no other case in which cottars are associated in the I.C.C. with bordars 
who apparently had only an acre each. 

1 I.C.C., pp. 28, 7, 8. The Ely Inquest (p. 107) mentions fifteen bordars with 
gardens at Whaddon, but the I.C.C. (p. 63) and Domesday [I, f. 191b] agree in 
ealling them cottars. 

2 Ibid., p. 27; Dd. I, f. 197b. As regards Teversham, a group of seventeen 
bordars each holding 3 hide is really unthinkable; but it may also be noted that 
this estate contained land sufficient for four-and-a-half ploughs, that there were 
two ploughs on the demesne and that the I.C.C. assigns two ploughs to the 
villeins and says there were five villeins and seventeen bordars of } hide, while 
Domesday says: Ibi v villani cum xvij bordariis habent ij carucas et dimidiam 

I, f. 201b). 

3 Ibid., p. 84. ‘ Ellis reckons 1,428 bordars and 736 cottars. 

5 1.C.C., pp. 76, 75, 78, 60. The Abington cottars are omitted in Domesday, 
as pointed out in an earlier footnote. 

6 Ibid., pp. 55, 54. 

7 Ely Inquest, p. 117; I.C.C., p. 74; Ely Inquest, p. 116. 

8 The figure includes the fifteen cottars at Whaddon who in the Ely text are 
called bordars. 
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further noteworthy that, in twelve of those entries which clearly 
assign to individual bordars holdings of 4 acres or more, we find 
references to cottars (seventy-two in all) of whom nothing is said 
to indicate that they had any land, while, on the other hand, no 
cottars are recorded in any of the nine entries relating to bordars 
who appear to have had only an acre each. This obviously 
suggests local differences in nomenclature—not, as in Surrey, a 
use of the terms “ bordar ” and “ cottar ”’ as alternatives, each of 
which is employed in certain hundreds to the exclusion of the 
other, but rather an exclusive and comprehensive use of the term 
“bordar ”’ in certain parts of the county which contrasts with the 
employment of both terms in other parts. In fact, Domesday 
records no cottars at all in the hundreds of Staploe, Cheveley, 
Staine, Radfield, Chilford and Whittlesford, which form a compact 
block in the south-east of the county ; and only a handful of them 
are to be found in the Fiendish and Thriplow hundreds, which are 
neighbours of this block on the west. But in the rest of the county 
cottars are numerous in every hundred, and in every hundred 
entries in which bordars and cottars appear side by side are of 
frequent occurrence.” 

In making any comparison between the Cambridgeshire and 
Middlesex statistics it is important to bear in mind this difference 


1 The doubtful case of Cherry Hinton mentioned in a previous footnote seems 
really to confirm the rule, for the two cottars mentioned in the I.C.C. appear to 
be included among the bordars in Domesday Book. 

2 Though the region in which there were no cottars lies largely on the boulder 
clays which stretch away to the east beyond the boundaries of Suffolk and 
Essex (counties in which no cottars are recorded), the peculiarity in question 
cannot be attrivuted to soil conditions and their effects upon the size of holdings, 
for the region from which cottars are wholly absent extends well into the chalk 
country to the west of the clay belt, while cottars associated with bordars are 
common in the other boulder clay district in the west of Cambridgeshire near the 
Huntingdonshire border. That we have to do with an idiosyncrasy of administra- 
tive nomenclature is suggested by the fact that the eight hundreds mentioned in 
the text (7.e., the six which contain no cottars and the two in which they are 
negligibly few) appear to have been the first in the county to be surveyed: they 
come first in the I.C.C., and also in the Ely Inquest, except that the latter 
naturally omits Whittlesford hundred in which the Abbey of Ely had no property 
(Round, Feudal England, pp. 119-20). The occurrence of a few cottars, and a 
few only, in Flendish and Thriplow hundreds suggests a hesitant nomenclature 
that was perhaps not unnatural when the commissioners approached a region in 
which people were inclined to distinguish between bordars and cottars. It is 
interesting to note: (i) that the Flendish jurors included two men whose names 
indicate that they belonged to the very two (contiguous) villages in this hundred 
in which cottars are found (one of them being Cherry Hinton where the I.C.C. 
records two cottars who appear to be merged with the bordars in the Domesday 
text) and (ii) that William de Caillei, one of the Thriplow jurors, had land in 
Trumpington, which is one of the two villages in this hundred in which cottars 
are recorded, while another of the jurors came from Barrington in Wetherley 
hundred—one of the hundreds in whict: cottars are numerous. 

No. 242.—vo.. LXxI. AA 
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in nomenclature. In Middlesex bordars and cottars are distin- 
guished in every hundred, and both are found in a majority of the 
places in which members of either class are mentioned. In 
Cambridgeshire the distinction is wholly ignored in a considerable 
part of the county. And this means that the most remarkable 
difference in the statistics is probably delusive. Bordars who 
appear to have no more than an acre, while fairly numerous in 
Cambridgeshire, cannot be discerned at all in Middlesex, and the 
same may be said of bordars who had only gardens—twenty-two 
of whom are found in Cambridgeshire. But all the members of 
both these groups belonged either to the region in which cottars 
are never mentioned or to the Flendish and Thriplow hundreds in 
which their occurrence is highly exceptional, being in each case 
limited to two villages.1_ There can surely be little doubt that in 
the other part of the county, or in Middlesex, these people would 
have been described as cottars. It follows that a just comparison 
can be made only if we ignore the distinction of terms in both 
counties and treat the bordar—cottar class as a whole. If we do 
this, it is the resemblance of conditions that is most striking, not 
the differences. Alike in Middlesex and in Cambridgeshire we 
find that a large proportion of those for whom information is 
available are described as holding 5 acres each, but also that a 
large proportion were people with merely an acre, or a garden, or 
with no land that seemed worth mention. In both counties we 
see that a member of the class might (though only very exception- 
ally in Cambridgeshire) have as much as 3 virgate, that is to say, 
as much as 15 acres, and that a considerable number had 10 acres. 
In both counties we find some holdings of various sizes inter- 
mediate between 1 acre and 10 acres. Further, it is a common 
feature of both areas that members of the bordar-—cottar class are 
frequently associated in groups whose members had identical 
amounts of land, and it is worthy of note that this is not confined 
to what may be regarded as normal cases—those with 5 acres or 
multiples of 5 acres or those who apparently had only single 
acres. There were three 4-acre groups in Middlesex.? At 
Stepney four bordars had 7 acres each, and at Impington in 
Cambridgeshire there were two similarly endowed, while Cam- 
bridgeshire can also show us two bordars with 8 acres each at 
Chatteris, and at Shepreth four people with 9 acres each who are, 


1 Six of the forty-four bordars in the first group were in Thriplow hundred— 
at Shelford (I.C.C., pp. 48, 49). Fourteen of those with gardens only were in 
Flendish hundred—at Horningsea (ibid., p. 28; Ely Inquest, p. 103). 

2 Dd, I, ff. 128 (Staines), 129b (Edmonton and Ruislip). 
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rather surprisingly, called cotarii.1 Yet within the same village, 
and even on the same manor, we find both in Middlesex and in 
Cambridgeshire, along with such groups, other members of the 
bordar—cottar class whose economic position was different. Thus 
on Geoffrey de Mandeville’s manor of Edmonton, along with the 
group of four bordars who had 4 acres each, there were four 
others who had 5 acres each, four cottars with 4 acres between 
them, and ten cottars who are not credited with any holdings.” 
Similarly, according to the Ely Inquest, the inhabitants of the 
Abbot of Ely’s manor at Impington included, besides the two 7- 
acre bordars, four bordars who had 5 acres each, and three cottars 
with gardens, while on the land which Picot the sheriff held in the 
same vill there were two, perhaps four, bordars each with 10 acres, 
and four cottars who apparently had no land worth mention.® 

Apart from Cambridgeshire and Middlesex, direct information 
about the holdings of bordars and cottars is rarely provided by 
any of the Domesday texts. Table III summarises the data I 
have collected in regard to the bordars of other counties, with a 
few incidental notices of the cottars. I expect I have missed some 
entries, but I hope not very many. I have deliberately excluded 
doubtful cases, in particular those in which it seemed in any way 
uncertain whether the statements referred exclusively to the 
holdings of bordars.t And I have ventured only to give an 
average figure in the last column when there was good reason for 
regarding the area as the total possessed by the group. 

The evidence hitherto considered is the most direct that 
Domesday Book and its satellite texts provide as to the holdings 
of the persons described as bordars or cottars. But it is far from 


1 Dd. I, f. 127b; Ely Inquest, pp. 113, 116; I.C.C., p. 76. 

® Ibid., I, f. 129b. 

3 Ely Inquest, p. 113. The doubt about the number of bordars on Picot’s 
estate is due to the fact that the Ely Inquest conveys the information in the form 
ibis quisq de x ac, which is suspect because it appears to credit a servus with a 10- 
acre holding, while the corresponding passage in Domesday [I, f. 201] (which is 
otherwise in close agreement with the Ely text, except that it omits all reference 
to the bordars’ holdings and the livestock statistics) mentions four bordars and 
says nothing about the servus. It looks as if the iibis of the Ely text was a 
corruption of iiij7 b; but I have reckoned only two bordars in my summary of the 
Cambridgeshire figures. 

‘ Numerous entries in the Exon Domesday tell us that the villani held so 
much land and that there were so many bordars there, without enumerating any 
villani, and thus leave it doubtful whether the numbers of the villani (in the 
specific sense) have been omitted, or whether that term is used in a general sense 
80 that we should understand the area mentioned as that belonging to the bordars. 
Ihave made no use of these entries. An entry relating to Suckley in Worcester- 
shire, though too indefinite to be included in the Table, may be noted here (Dd. I, 
f. 180b). It mentions twenty-two villani and twenty-four bordarii with twenty- 
seven ploughs and adds Ibi alii x bordarii pauperes. 
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TaseE III 


Holdings of Domesday Bordars (and some Cottars) in Counties other 
than Middlesex and Cambridgeshire 


[JUNE 





Individual or 





County. Village. Reference. Statement. average holding. 
Dorset Notforda Exon, p. ry 8 acres which 2 coceti hold 4 acres average 
Essex Brightlingsea Dd. Il, f. Now 16 bordars and 10 bor- — 

cars who hold no land 
” Chrishall Dd. II, f. 38b | In Had tans acris sunt tij oo 
” Leigh on Dd. Il, f. 75b | Two borders: : also 5 bordars _ 
Thames ~~ aqguam who hold no 
D 
Hertfordshire | Hadham a | ret, Pp. | 7 cottars of half a virgate * 2} acres average ? 
- Hailey Dd. I, f. 140b 1 bordar of 10 acres 10 acres 
pat Hatfield — p. | 12 bordars of half a hide 5 acres average 
a on mm 6 bordars of half a hide 10 acres average 
pes Kelshall . 9 bordars 1 virgate 34 acres average 
a —— Dd. I, f’ 139b* | 46 — eh having 8 | 8 acres 
wor 
a i Em 2 Sordars of 10 acres 5 acres average 
“. me a 20 cottars of 26 acres ly Acres average 
Huntingdon- | Somersham Ely Inquest, p. | 9 bordars of 16 acres —_ 
shire 167 (C text) 
- = - 13 bordars with 20c (? acres) — 
formerly 
Norfolk Aylsham Dd. IT, f. 128 1 bordar of 1 acre 1 acre 
a Hamingcham Dd. II, f. 172 3 bordars of 16 acres = 
(? Banningham) 

™ Hilgay Dd. IT, f. 213 4 bordars 2 acres 

* Poringland Dd. II, f. 210 1 bordar of half an acre 4 acre 

- Thetford (?) Ely Inquest, 5 bordars of 5 acres — 

PP. 138, 184 
Shropshire Brockton Dd. I, f. 257b | 5 bordars et nil habent — 
9 orse Dd. Ii f. 257 1 bordar nil habens _ 
Somerset — (? Lytes Exon, p p. 444 a and 2 cottars have _ 
ary) 
in Chilton Trinity | Exon, p. 394 1 bordar has 1 fertinum -—- 
a Drayton Exon, p. 174 2 bordars 10 — 5 acres average 
“ ‘ “ : bordars 10 acre’ 5 acres average 
ae Dodisham Exon, p. 396 oy have land for one _ 
Po Farnshill Exon, p. 404 - and 1 serf qui tenet _ 
(? tenent) dimidiam viratam 
és Fivehide Exon. p. 404 4 bordars have 1 virgate 7% acres average? 
pa Freshford Exon, p. 134 8 bordars have 1 hide less | 13} acres 
half a virgate average ? 
ee Isle Abbotts Exon, p. 174 3 bordars hold 15 acres 5 acres average 
ia Olta (? Aisholt) | Exon, p. 397 2 bordars hold 10 acres 5 acres average 
- Petherham Exon, p. 396 4 bordars have land for one aa 
plough asse: at half a 
virgate 
- Pilloe Exon, p. 396-7 | 2 bordars hold 10 acres 5 acres average 
os Tadwick in Exon, p. 430 2 ee page a 3 serfs) have * | 7} acres average? 
Swanswick half a 
‘a Terra Alwinit Exon, p. 396 1 pot tly holds 5 acres 5 acres 
ed Woodborough | Exon, p. 416 6 bordars and 1 serf have half _ 
in Wellow a virgate 
0 Woolley Exon, p. 134 9 bordars have 3 virgates 10 acres average? 
Suffolk Ashfield Dd. II, f. 440 1 ere | 3 acres (renders | 3 acres 
- Brome (?) Dd. Il, 354b 1 bordar of 8 acres (worth 12 | 8 acres 
ce) 
” Buxhall Dd. II, f. 382b sor A hy 5 acres (worth | 5 acres 
= Cotton Dd. II, f. 286 1 ‘bordar 1} acres (worth 3 | 1} acres 
ce) 

” Gedgrave Dd. II, f. 326b | 5 *bordars 0 acres (worth 5 | 6 acres average 

shillings 

“ Mendham Dd. Il, f. 355b | 1 bordar of 4 acres (worth 12 | 4 acres 

nce) 
pm Preston Dd. II, f. 317 1 bordar 3 acres and $ acre | 3 (? 34) acres 
. meadow (worth 6 pence) 
Pe Woodbridge Dd. II, f. 388b | 2 ra 10 acres (worth 2 _ 
shillings) 
Wao Hatete Dd. I, f. 177b 1 bordar nil habens _ 
shire 
‘eo In Clent Dd. I, f. 177b 3 bordars nil habentes - 
Hundred 

















1 The corresponding 
but no cottars. 
an acre apiece. 





(I, f. 135] mentions fifteen bordars and seven servi 


in De 
Fechene the Ely text is ae and there were really fifteen bordars or cottars with 


* These entries also refer to cettars of whose holdings nothing is sa’ 
* The form of the corresponding entry in Domesday [I, f. 99) 
serfs having any share in this land. 


= the improbability of the 
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affording a secure basis for generalisation, even for the limited 
area to which it belongs. We read of acres and virgates, but the 
assumption that these units are comparable as between one place 
and another would be a very hazardous assumption. Nor is the 
trouble merely one of local variations in the size of the acre. 
That is a trouble that besets the agrarian statistician throughout 
the Middle Ages, for acres were measured by rods of different 
lengths, and in all probability were sometimes rough estimates 
rather than measurements. With the Domesday material the 
fundamental difficulty is to know whether we are dealing with 
areas at all, or whether the units were assessments for purposes of 
taxation and assessments that bore no constant relation either 
to the area or the value of the land. It is true that Vinogradoff 
regarded not only the Middlesex figures, but also apparently those 
of Cambridgeshire and those of Sawbridgeworth in Hertfordshire, 
as referring, in general, to agrarian realities and Maitland was 
inclined to the same conclusion about Middlesex; but on the 
other hand, it seems clear that the areas allotted to the sokemen 
in the Little Domesday were fiscal assessments that can tell us 
little or nothing about the size of their holdings. With the 
really small and dependent holdings of our bordars and cottars 
we may perhaps hope that the figures have a closer relation to the 
actual agrarian facts, for these would be easy for the local jurors 
to ascertain, and, if the lord was responsible for the geld in these 
cases as it seems probable that he was, there might be little point 
and great difficulty in working out separate assessments for the 
bordar tenements. This hope is strengthened by the fact that the 
data, if taken hypothetically at their face value, exhibit in many 
respects a reassuring degree of consistency in what they seem to 
reveal of the general economic physiognomy of the bordar— 
cuttar class.2 Moreover, some of the conclusions that are suggested 
by the evidence in question would not be invalidated by scepticism 
on this fundamental matter. Yet, at the best, a large measure of 
doubt must necessarily accompany any use of this material. And 
it is therefore the more necessary to prosecute inquiry in other 
directions. 

1 Vinogradoff, English Society, pp. 167 et seg.; Maitland, Domesday Book and 
Beyond, p. 478; and for the sokemen see my former article, Economic JoURNAL, 
June 1947, pp. 188 et seq. 

* A Cambridgeshire entry assigning two ploughs to nine bordars who had five 
acres each (Dd, I, f. 190, Abington) is scarcely evidence to the contrary: the 


passage is suspect because the I.C.C. text (p. 60) allots the five-acre holdings to 
cottars who are omitted from Domesday. 








THE ECONOMIC JOURNAL [JUNE 


II 


Four matters may be briefly discussed before we turn to the 
plough-team statistics : 

(a) It is not uncommon to find groups, sometimes large groups, 
of bordars settled in or near a borough. At Norwich there were 
480 qui propter pauperiem nullam reddunt consuetudinem.' At 
Huntingdon there were a hundred, who are described as being 
“‘ under ” the burgenses of two quarters of the town and as helping 
them in the payment of geld.2 Another hundred are found at 
Warwick: extra burgum c bordarii cum hortulis suis reddunt L 
solidos.2 At Grantham there were seventy-two. Bury St. 
Edmunds, though no burgesses are mentioned there, seems to be 
a parallel case to that of Huntingdon : the abbot had 118 homines, 
and under them fifty-two bordars a quibus abbas potest habere 
aliquid adjutorii, while in addition the abbot’s knights had 
twenty-two bordars sub eis, the forty-three elemosinarii 
(? pensioners) had each one bordar, and thirteen reeves (who 
had houses in Bury) had five bordars under them.® In contrast to 
these large groups, we find that the burgesses of Nottingham had 
twenty bordars and that there were twenty at Thetford from 
whom the King had scotum de suo capite tantum.6 At Buckingham, 
where the burgenses only numbered twenty-six, there were eleven 
bordars, while at Hastings there were four burgenses and fourteen 
bordars rendering sixty-three shillings.?_ At Ipswich there were 
ten alit homines bordarti qui non habent suam propriam terram sed 
manent in lxxxvi acris de supradicta terra.8 At Colchester we learn 
that the king’s demesne consisted of 102 acres, 10 acres being 
meadow in which were ten bordars.® That people of this sort 
might be called cottars is suggested by the mention of sixteen 
cotert in conjunction with sixty burgenses minuti at Tateshalle 
(? Tanshelf) in Yorkshire and by a Malmesbury entry which reads 


1 Dd. TI, f. 136. 

2 Ibid., I, f. 203. The word which I have translated as “ quarters” is 
ferlingi. 

8 Ibid., I, f. 238, entered under Cotes. This name (later transformed into 
Coten End, which “ survives as a street name ”’) suggests a settlement of cottages. 
The place was a hamlet to the east of the town: it appears as Coteshwndredo in 
the twelfth century, and in an assize roll of 1232 is mentioned as hundred de Cotes 
quod voc’ surburbium de Warr’: see Place-Names of Warwickshire (English Place- 
Name Society, Vol. XIII), p. 264. 

* Ibid., I, f. 337b. 

5 Ibid., II, f. 372. Perhaps we are meant to understand that fifty-four poor 
free men (liberi satis inopes) like the elemosinarii had a bordar each. 

6 Jbid., I, f. 280; II, f. 173. 7 Ibid., 1, ff. 143, 17. 

8 Ibid., II, f. 290. ® Ibid., II, f. 107. 
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et foris burgum ix coscez qui geldant cum burgensibus.1_ We must not, 
however, assume that all the bordars mentioned in conjunction 
with burgesses were townsfolk. It seems likely that the seventy- 
eight bordars of Calne and the eighty-two bordars of Taunton 
were ordinary rural bordars belonging to large manors (in parts 
of which burgesses had been established) and did not really form 
an urban or “suburban” element.? But something different 
from this is indicated in the cases cited above; and the repeated 
occurrence of round numbers—ten, twenty, a hundred—is rather 
suggestive of planned settlements. 

(6) Bordars are sometimes described as paying a money rent. 
I have noted eighteen instances of this, coming from ten different 
counties; and in a matter of this kind one may well believe that 
it is not the payment, but the fact that it was deemed worthy of 
mention, that was exceptional. Six of the entries relate to 
individuals, and in three of these (cases from Suffolk, Surrey and 
Kent) the rent was one shilling, while the other three bordars 
paid five pence, two shillings and thirty pence respectively.* 
Perhaps rents of one shilling were also paid by the two bordars 
rendering two shillings at Nordeslinge (? Eastling) in Kent and by 
the five who rendered five shillings at Halac in Worcestershire ; 
and in this connection it should be noted that, among the Suffolk 
bordars whose holdings are listed in Table ITI, there were (besides 
the man at Ashfield who had 3 acres and is included among the 
three cases mentioned above because he is definitely described as 
paying a shilling) a bordar of 8 acres valued as one shilling at 
Brome, another of 4 acres worth a shilling at Mendham, two 
bordars with 10 acres worth two shillings at Woodbridge, and five 
with 30 acres valued at five shillings at Gedgrave.* In Sussex 
we find a cotiar paying a shilling at Stockingham and another 
paying the same amount at Willingdon.® Perhaps we ought to 
see further examples of rents of two shillings and thirty pence 
respectively in two bordars rendering four shillings at Hasting- 
leigh in Kent and two who rendered five shillings at Buncton in 
Sussex. Sums as large as these must surely be the totals for the 
group. 

But if these facts suggest that some of the bordars’ rents, 


1 Dd. I, ff. 316b, 64. 

* Ibid., I, ff. 64b, 87b. For Calne see Vinogradoff, English Society, p. 399. 

* Ibid., II, f. 440 (Ashfield, Suffolk); I, f. 32 (Southwark, Surrey); I, f. 14 
(Svestone, Kent); I, f. 10 (Perie, Kent); I, f. 264b (Larkton, Cheshire); Exon, 
p. 32 (Langton ? Herring, Dorset). ! 

* Ibid., I, f. 10 (Nordeslinge); I, ¥. 176 (Halac). 

5 Ibid., I, f. 19. 6 Ibid., I, ff. 14, 29. 
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like some of their holdings, were of certain standard amounts, we 
also find much variation, while the fact that in a few cases figures 
which seem to be totals are not neatly divisible by the number 
of bordars to which they relate suggests that rents might vary 
within the same manor. The following list, which comprises 
the eight examples not already described, illustrates these points: 


Woolwich, Kent [Dd. I, f. 14], eleven bordars rendering 
forty-one pence. ; 

Peelings, Sussex [Dd. I, f. 22], two bordars rendering 
eight pence. 

Evesham, Worcestershire [Dd. I, f. 175b], twenty-seven 
bordars rendering twenty shillings.? 

Etendone, Northants [Dd. I, f. 227b], two bordars render- 
ing twenty-two pence. 

Stoke (? Mandeville), Bucks. [Dd. I, f. 143b], eighteen 
bordars rendering twenty shillings. 

Fane, Kent [Dd. I, f. 14], two bordars, rendering thirty 
pence. 

In Whitstable Hundred, Kent [Dd. I, f. 10] four bordars 
rendering six shillings. 

Dene, Gloucestershire [Dd. I, f. 167b], three bordars 
rendering eight shillings. 


The rents of cottars also varied greatly. In Middlesex, two 
cottars at Holborn paid twenty pence to the sheriff, ten cottars 
“of 9 acres ” at Bishopsgate paid eighteen shillings and sixpence 
and forty-one at Westminster paid forty shillings pro ortis suis, 
while in Ossulstone Hundred the king had thirty cottars who paid 
fourteen shillings and tenpence half-penny.? At Swalecliffe in 
Kent there were eight cottars who rendered four shillings and six- 
pence.* At Ratton in Sussex three rendered two shillings.* 

In connection with the evidence relating to rent-paying 
bordars, it may be recalled that, in Vinogradoff’s opinion, some 
bordars ‘‘ must have held leaseholds which it was impossible to 
classify as ordinary villain holdings, because they were let at rack- 
rents.” He believed that the censores (really censuarii) of the 


1 The entry runs: Jbi sunt . . . xavij bordarii servientes curiae et habent iiij 
carucas. Ibi molendinum de xxx solidis et xx acrae prati. De censu hominum ibi 
manentium xx solidis. As no other persons are enumerated besides the bordars I 
have assumed that it was they who paid this rent; but this cannot be regarded 
as certain. 

2 Dd. I, ff. 127, 128, 127. These are all specifically described as annual rents. 
In most cases, of course, that must be assumed. 

3 Ibid., I, f. 10. * Ibid., I, f. 19. 
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twelfth-century surveys of Burton Abbey were the successors of 
the Domesday bordars.? 

(c) Vinogradoff remarks of the Domesday bordars that “ we 
find them very often in the demesne portion of the manor,” but 
it seems possible to understand the passages he cites in a different 
sense from that in which he understood them.? There are, 
however, some cases in which bordars are unambiguously associated 
with demesne. At Evesham they are described as servientes 
curie.2 At Tewkesbury xvj bordarii circa aulam manebant.4 At 
Colchester, as we have already seen, there were ten bordars on 
the king’s demesne.> In Kent we read of seven bordars who in 
inland Sancti Martini manent.6 At Fawsley in Northampton- 
shire six bordars were apparently established on the “inland,” 
while six villani and the reeve were in alia terra extra dominium.? 
Then at Htone in Wiltshire the order of the items in the Domesday 
entry is very suggestive : In dominio est i caruca et ij bordarii et 
ij coscez et i villanus cum i caruca.2 And we may surely discern a 
process by which bordar holdings of 5 acres had been carved out 
of demesne on some Somersetshire estates of Muchelney Abbey 
and Roger de Corcelle. On Roger’s fee, both at Pilloc and at 
Olia, all the land, we are told, was in demesne except 10 acres, 
which in each case were held by two bordars, and on the Terra 
Alwini the position was the same except that all was in demesne 
save 5 acres which a single bordar held. Then at Isle Abbotts, 
which belonged to Muchelney, the monks had a hide and a half, 
less 15 acres, in demesne, and three bordars held the 15 acres; 
while at Drayton two sub-tenants of the abbey had each a hide, 
less 10 acres, in demesne, and in both cases the 10 acres were 
held by two bordars.'° Yet lest such arrangements should be 
regarded as peculiar to the bordar class it must be noted that at 
Cathanger, which is also in Somerset, the monks of Muchelney 
had in demesne } hide less 15 acres, and these 15 acres were held 
by a bordar and a villanus.14_ And it would be a mistake to lay 

1 English Society, p. 462. At Toxenai in Derbyshire there were in 1086 five 
censarii rendering five shillings [Dd. I, f. 274b], and at Allington in Dorset nine 
censores rendered eleven shillings [f. 80b]. Such figures remind us of our rent- 
paying bordars; but bordars are separately mentioned in both these entries and 
the terms censuarii and censores seem to be usually employed in Domesday for 
persons owing considerably larger rents than those of bordars. 

* Ibid., p. 457, note 3. 

® Dd. I, f. 175b. Vinogradoff cites this case in his earlier work, The Growth 
of the Manor, p. 374, note 12. 

‘ Ibid., I, f. 163 quoted by Vinogradoff, English Society, p. 456, note 3. 

$ Ibid.,. II, f. 107. © Ibid., I, f. 2. 7 Ibid., I, f. 219b. 

S eed. I, £ 98. ® Exon, pp. 396~7. 10 Tbid., pp. 173-4. 

4 Jbid., p. 174. 
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much emphasis upon the connection of bordars with demesne in 
view of the outstanding fact that in countless entries the villani 
and bordarii are closely linked together.1 It is true that a passage 
in the so-called Leis Willelme, which Vinogradoff quotes, groups 
together bordiers, boverz and serjanz as persons whose Peter’s 
Pence are to be paid by their lord; and Domesday seems to 
provide parallels to this association of bordars and oxherds—for 
instance at Dunclent (Dunclent Farm in Stone), Worcestershire, 
where, we are told, in dominio est i caruca et 1} bordarii et ij bovarii.? 
But then at Chipelai in Herefordshire we find a villanus and a 
bovarius associated in a similar manner.* And there is really 
nothing more remarkable about the juxtaposition in these cases 
than in the common juxtaposition of bordars and servi. 

(d) In the three counties covered by the Little Domesday— 
Norfolk, Suffolk and Essex—it is not unusual to find bordars who 
are described as being “‘ under” liberi homines or sokemen. 
Outside this area I have noticed a few similar cases. At Long 
Eaton in Derbyshire there were twenty-two sokemen and ten 
bordars sub ipsis.4 At Baumber in Lincolnshire there were twenty 
sokemen et xvj bordarii eorum, while at Northorpe in the same 
county three sokemen habent ij villanos et j bordarium cum j 
caruca.> At Catworth in Huntingdonshire eight homines had 
seven bordars sub eis.6 At Buckton in the East Riding of York- 
shire there were seven sokemen who are described as habentes xij 
villanos et vj bordarios cum ix carucis.? I cannot claim to have 
searched through Domesday Book in regard to this matter, but 
my impression is that such references to the subjection of bordars 
are rare except in Norfolk, Suffolk and Essex; but it would be 
very rash to suppose that this is due to any peculiarity of social 
conditions in those counties and not to the special phraseology and 
great detail of the Little Domesday text. One may well suspect 
that the common form “ x villani (or sokemen) with (or and) y 
bordars have N ploughs” often obscures a condition under which 


> 


1 The Little Domesday as a rule merely gives the numbers of villani, bordarii 
and servi in that order; but the Great Domesday in county after county commonly 
employs such a formula as et x villani cum y bordariis habent N carucas or et x 
villani et y bordarii cum N carucis, while another common form is In dominio sunt 
N carucae et x villani et y bordarii cum M carucis. Ibi z servi. 

2 Leis Willelme, 17a (in A. J. Robertson, Laws of the Kings of England from 
Edmund to Henry I, p. 260); Vinogradoff, English Society, p. 457, note 2; Dd. I, 
f. 176. Another example (at Lindridge) is to be found in the same folio. In the 
Latin version of the Leis the clause runs: Dominus autem pro uno denario 
adquietabit bordarios suos et bubulcos et servientes. 

3 Dd. I, f. 185. 

4 Ibid., I, f. 273, quoted by Vinogradoff, English Society, p. 445, note 5. 

5 Ibid., I, ff. 354b, 345b. 6 Ibid., I, f. 206b. 7 Ibid., I, f. 314b. 
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the bordars, if not actually in any legal sense subject to the more 
prosperous peasants, were employed as labourers upon their 
holdings.1 Yet, as the cases of Northorpe and Buckton clearly 
show, villani as well as bordars might be subject to peasants of a 
superior class. Even liberi homines might be “ under” another 
liber homo.2 That the subjection of a bordar meant liability to 
dues or services may perhaps be inferred from the fact that “ half 
bordars”’ are mentioned.? When we read that at Sutton in 
Suffolk William of Caen holds of Robert Malet half a “‘ free man ” 
and half a bordar, we may surely infer that what he got from these 
people was something of a divisible nature and perhaps suspect 
that the Saxon predecessor upon whose rights Malet had entered 
had obtained them originally as a result of partible succession.‘ 


III 


The plough-team statistics next claim attention. For two 
reasons we cannot expect these figures to be as informing as those 
previously compiled for the villani. It is comparatively rarely 
that Domesday enumerates plough-beasts held by bordars as 
distinct from villani or other persons, so that the sample is small 
and the figures are also less trustworthy because error, whether 
due to the Domesday scribe or the present compiler of the 
statistics, is likely to make a more serious difference to the totals. 
Secondly, ploughing-strength is a less adequate indication of area 
in the case of small holdings. On the one hand, so far as the land 
was tilled by the plough, maladjustments of ploughing-strength to 
area would probably be commoner on such holdings than on 
larger farms, even though the labour of oxen might be shared. 
On the other hand, the smaller the area, the larger the proportion 
of it which could be tilled by the spade or some sort of digging- 
stick.> Yet, for what they may be worth, the figures I have 
collected are set forth in Table IV. I have excluded cases that I 


1 Something of the sort seems to be implied by the division of the bordars 
into two groups in a Lincolnshire entry relating to Brant Broughton, which runs : 
Ibi habet A(lanus) comes in dominio iij carucas et xxxvj villanos et ix bordarios et 
xv sochimannos et alios xj bordarios simul habentes xv carucas: Dd. I, f. 347b. 
See Maitland, Domesday Book and Beyond, p. 41; cf. Vinogradoff, English Society, 
pp. 458-60. 

* See the cases cited by Maitland, op. cit., p. 107, note 1. 

* E.g., Dd. II, ff. 198b (Hottune, Norfolk), 334 (Fordley, Suffolk), 336 
(Dunestuna, Suffolk). 

* Dd. II, f. 318. 

* It should not be forgotten, however, that ploughing services on the demesne 
are more likely to have been due from the larger holdings. 
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judged to be doubtful, but it is almost impossible to be quite 
consistent in such rejections in a compilation made at intervals 
overmany months. The table is arranged to facilitate comparison 
with the table for villani previously published ; but I have added 
a column for bordars (other than town-dwellers) who apparently 


TABLE IV 


The Numbers of Bordars in each County whose Plough-Teams are 
Separately Stated in Domesday Book Distributed According to 
the Average Fraction of a Plough-Team Possessed by the 
Members of Each Group 








6 Total im 
ver preced- 
Over a an |Exactly| Under ing Appar- 
Over |Exactly| Quarter Exactly} eighth |""2) y an |columns| ently 
County. half a | half a |4utless) @ quar. | butless) eighth | eighth | 88 Per- | without 
team. | team. | haifa | team. | quarter = * = of total ame 
team. ofa am. ™. | bordars 
team. in the 
county. 
Bedfordshire 0 0 3 8 3 8 0 1-9 615 
Berkshire . ° 0 1 0 12 37 0 45 5-2 68 
Buckinghamshire* 0 6 3 0 3 0 0 0-9 39 
Cambridgeshire 0 0 10 8 33 0 0 3-6 4? 
Cheshire 0 0 6 2 5 2 0 2-7 42 
Cornwall . 0 0 0 4 3 4 13 1-0 0 
Derbyshire . 0 3 0 0 6 0 0 1-3 0 
Devon ° 0 2 3 10 0 0 10 0-5 11 
Dorset 0 2 6 0 5 12 36 2-1 108 
Essex ° 0 0 66 24 115 16 233 5-7 247 
Gloucestershire 0 4 42 8 49 8 0 6-2 70 
Hampshire . 0 0 3 12 50 4? 119 4:7 226 
Herefordshire * 1 39 26 16 34 19 0 9-5 93 
Hertfordshire 0 0 0 20 12 0 5 3-3 243 
Huntingdonshire . 0 0 0 0 0 1 4 0-6 _ 
Kent . ; > 0 1 0 2 5 0 140 4-7 258? 
Leicestershire 0 0 0 3? 5 0 0 0-6 16 
Lincolnshire 0 2 0 2 0 7 8 0-5 45 
Norfolk e ° 0 0 6? 72 223 74 601 9-7 82 
Northamptonshire. 6 0 6 16 8 6 0 2-0 30 
Nottinghamshire . 0 1 0 0 2 3 7 1-2 7 
Oxfordshire e 0 2 0 8 13 0 0 1-2 68 
Shropshire * ‘ 6 1 19 27 21 0 14 7-6 48 
Somerset . 0 0 3 8 39 8 15 15 142 
Staffordshire 0 6 6 4 0 0 0 1:8 29 
Suffolk . 0 1? 35 20 174 66 260 8-9 219 
Sussex ‘ 2 0 0 6 7 9 25 2-0 178 
Warwickshire 0 1 3 0 9 4 0 1:0 7 
Wiltshire. 2 4 3 6 23 12 32 3-0 83 
Worcestershire 20 6 55 4 39 0 0 71 24 
Yorkshire * 3 2 3 8 0 0 0 0-9 25? 







































had no plough-beasts. The figures in this column are particularly 
subject to doubt: they are merely those of bordars who are enumer- 
ated without any indication that they possessed oxen and are not 
associated with any group of villani or others credited with such. 
Yet perhaps they have some value as a rough indication of the 
comparatively large numbers of bordars who possessed no plough- 
ing oxen deemed worthy of mention. Middlesex has been ex- 
cluded, as it. was from the Table of villani, for lack of data, and 
for the same reason I have had to exclude Surrey, Rutland and 
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the land Inter Ripam et Mersam.1 But I have been able to include 
afew figures for Cornwall, which was excluded from the Table of 
villani. It is essential to remember that the numbers are not those 
of individuals possessing the fraction of a full team indicated at the 
top of the column, but those of bordars belonging to groups whose 
average holding is represented by that fraction. The counties 
whose names are printed in italics are those in which no cottars 
are mentioned according to Ellis, while counties with less than 
twenty-five cottars are indicated by an asterisk. 

In spite of the serious doubts which attach to some of the 
details in Table IV, it seems safe to conclude that in most counties 
there were some bordars who possessed two or more oxen, and, 
on the other hand, that in most there were some, and in a dozen 
counties many bordars who apparently had no plough-beasts at 
all. For the eight counties in which the sample exceeds 5% of the 
total number of bordars I have worked out the average number 
of oxen per bordar of those bordars whose plough-beasts are 
separately stated. The results are as follows: Norfolk 0-7; 
Berkshire 1-0; Suffolk 1-2; Essex 1-2; Gloucestershire 2-0; 
Shropshire 2-0; Herefordshire 2-5; Worcestershire 2-6. The 
contrast between the three eastern and the four western counties 
is highly significant, for the figures previously compiled for the 
villant exhibited a similar pattern.2, To compare the figures for 
Norfolk, Suffolk and Essex with those for counties in which cottars 


1 In a footnote to my former article on the Villani (Economic JOURNAL, 
June 1946, p. 249, note 2) I incorrectly referred to the figures for Cheshire as 
in-luding the land between Mersey and Ribble; cf. ibid., p. 247, where it is 
correctly explained that the single entry, which is all this district affords, was 
excluded from the Tables. 

? Economic JOURNAL, June 1946, p. 262; cf. ibid., June 1947, p. 186, note 1. 
In the case of the villani Herefordshire and Gloucestershire showed the highest 
averages, and Worcestershire comes fifth on the list, while Norfolk has the lowest 
average of all. Suffolk and Essex, it is true, showed figures appreciably larger 
than those for Norfolk, being respectively ninth and twentieth on the list, but 
the sample for these counties was very small, being only 10% for Essex and 
16% for Suffolk; and in the far more adequate statistics of sokemen’s teams 
both fall into line with Norfolk (and Lincolnshire) as regions with particularly 
low averages: see Economic JouRNAL, June 1947, p. 183. The only serious 
discrepancy in the pattern of the bordar statistics appears in the case of Shrop- 
shire, which is only thirteenth in the list for the villani with an average the same 
as that for Berkshire. 

It must be remembered that the figures are based on a reckoning of eight oxen 
to the team: in other words, the unit is not strictly an ox, but an eighth of a 
plough-team. I am still of opinion that as an indicator of the arable area “‘ one 
eighth of a team is probably a better unit of measurement than an ox where these 
differ.” But even on the improbable assumption that the Domesday caruca was 
uniformly one of six oxen in the four western counties, this would still leave 
the borders in question in those counties with an average of oxen more than twice 
as great as that of the Norfolk bordars. 
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were numerous would be improper, for in the three eastern 
counties really small holders of the cottar type must have been 
classed as bordars; but Ellis noted no cottars at all in Gloucester- 
shire, only nineteen in Herefordshire and only twenty-four in 
Shropshire, while in Worcestershire there were sixty cottars as 
compared with 1,728 bordars, so that the comparison with these 
counties is fully justified.* 

The inquiry can be pushed a little further with the aid of the 
plough-team statistics previously collected for the villani, for 
these figures enable us to draw some hypothet'zal conclusions from 
the great mass of entries which in recordir g the plough-teams of 
the tenants lump the villani and bordars together. By them- 
selves such entries tell us nothing to our purpose, for we cannot 
distinguish the bordars’ oxen or even know whether members of 
this class had any share at all in the teams credited to the group 
of tenants. But for eleven counties we have separate statements 
for the teams of over 10% of the villani, and the averages for this 
sample give us something to work from. Table V shows: (a) the 
numbers of the grouped villani and bordars who form the basis of 
the calculations, (b) the average number of oxen possessed by the 
villani whose teams are separately stated, (c) the average number 
possessed by the grouped villani if the bordars had no share in 


the teams, (d) the average number per bordar if the grouped 
villani possessed on an average the same number of oxen as the 
villani whose teams are separately stated. One of the eleven 
counties—Bedfordshire—has been excluded, as the statements 
about grouped villani and bordars are too few to be of statistical 
value; but the Table includes figures for Herefordshire and 
Worcestershire on account of the prominent position of those 


1 In Berkshire there were 750 cottars, but in this county the terms bordar 
and cottar were evidently treated as synonyms. Of the cottars sixty-two, or 
8-3%, belong to groups whose plough-teams are separately stated, but their 
inclusion would not affect the figure in the text, for their average holding was 
almost exactly the same as that of the bordars. 

2 Maitland apparently thought that entries of the type in question do imply 
that some of the oxen were possessed by bordars (Domesday Book and Beyond, 
p. 40, note 8). This cannot, I think, be maintained. Maitland quotes the entry 
et v (really vj) villani et viij bordarii cum vj carucis; ibi vj servi: Dd. I, f. 164 
(Hechanestede, Gloucestershire). But Domesday records the tenants’ teams at 
Horningsea in Cambridgeshire in precisely the same terms [Ibi xxij vllani et ziiij 
bordarii cum ix carucis. Ibi xv servi: I, f. 191); yet the I.C.C. version runs 
as follows: ix caruce villanis xxv (sic) villani xiiij bordarii de suis hortis tantum 
(p. 28); ef. Soham, Dd. I, f. 195b, I.C.C., p. 7; and Isleham, Dd I, f. 199, I.C.C., 
p. 8. Of course, in some cases the numbers make it virtually certain that some 
of the teams belonged to bordars: e.g., at Tardebigge in Worcestershire, where 
two villani and twenty-eight bordars are credited with twelve teams: Dd. 
I, f. 172b. 
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counties in the other statistics, although the villani whose teams 
are separately stated are only 8-6% of the total number in 
Herefordshire and only 4-6°%, of those in Worcestershire. Domes- 
day students will understand that a statistical summary of this 
range could not be attained without decisions being taken on 
many small points of interpretation on which different opinions 
might be held, and also that some inconsistencies of treatment 
may well have intruded in the course of this somewhat protracted 
compilation. 
TABLE V 





Average num- 
Average ber of oxen 
Average | number | possessed by 
number of oxen the grouped 
of oxen | possessed | bordars if the 
possessed by the | grouped villani 
County. by the vil-| grouped had on an 
lani whose| villaniif | average the 
teams are} allthe /same number of 
separately | teams be- | oxen as those 
stated. longed to | whose teams 


Villani. | Bordars them. are separately 
: : stated. 


Numbers of grouped 
villani and bordars. 





Herefordshire ‘ 737 474 
Worcestershire . 747 747 
Shropshire . . 583 391 
Cambridgeshire . 1,1044 866 
Gloucestershire . 1,908 1,019 
Hertfordshire . 458 314 
Derbyshire . . 1,319 597 
Yorkshire . : 2,257 1,209 
Cheshire . ‘ 207 154 
Lincolnshire ; 1,727 795 
Huntingdonshire . 1,307 339 
Sussex as i 3,979 2,125 
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The figures in Table V must be used with caution. Those for 
Sussex, it will be noticed, actually show a smaller average in the 
fourth column than in the third, and are thus a salutary reminder 
that, even when we have separate figures for more than 10% of 
the villani, the sample is not necessarily representative. On the 
other hand, the fact that in this case the “ grouped ”’ villani must 
have had on an average fewer plough-beasts than those with 
separately enumerated teams strengthens the case for crediting 
the bordars with some of the oxen assigned to the groups in other 
counties, for it makes it more improbable that in those counties the 
differences between the figures in the third and fourth columns 
reflect the greater prosperity of the villani associated with bordars 
rather than the possession of plough-beasts by the latter. More- 
over, this new fact about Sussex affects the geographical pattern 
of our statistics in a highly significant manner. In the previously 
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compiled statistics for the villani whose teams are separately 
stated, Sussex appeared as the only county in Domesday England, 
except Herefordshire and Gloucestershire, in which those villani 
averaged more than half a team apiece.1 But now this Sussex 
figure is proved to be deceptively large. If we combine the 
figures for the two sets of villant (those whose teams are separately 
stated and those associated with bordars) we get for this county 
an average of 3-4 oxen instead of 4:1; and if ‘any appreciable 
number of oxen in fact belonged to the grouped bordars the 
average wouid, of course, be lower.2_ This means that Sussex is 
not really a rival to the mid-western counties, whose exceptional 
position is in fact brought into still clearer light by the high figures 
shown in the last two columns of Table V for Herefordshire, 
Worcestershire, Shropshire and, in a less degree, for Gloucester- 
shire. Jt is true that the position of Cambridgeshire in Table V 
appears to warp the geographical pattern. But this county 
contained a large number of cottars, and in a comparison 
with the west it is right to bring the cottars into the picture, 
for, as we have seen, cottars were negligibly few in Herefordshire, 
Shropshire and Worcestershire, and are not found at all in 
Gloucestershire. But if we combine the figures for grouped 
cottars with those for grouped bordars in Cambridgeshire, the 
average figure corresponding to that in the fifth column of Table V 
works out at 1-5 instead of 2-0. It is also a notable feature in 
Table V that Lincolnshire once more appears as a land of especi- 
ally small arable holdings, as it did along with Norfolk, Suffolk 
and Essex in the statistics of sokemen’s teams, and along with 
Norfolk in the statistics for villani whose ploughs are separately 
enumerated.* 


IV 


Though the foreign term bordar was eventually displaced in 
England by the native term cottar, references to bordars under 
that name still occur in the twelfth century, and some of this 
post-Domesday evidence calls for brief notice here for the light it 
throws on certain aspects of the class. That bordars with very 
small holdings were regarded as a normal concomitant of the 
manor in eastern England is suggested by a provision in the 
foundation charter of Colchester Abbey. Eudo Dapifer, the 


1 Economic JouRNAL, June 1946, p. 262, Table I. 

2 I have also worked out the Sussex figures for entries in which villani are 
associated with cottars. If all the teams assigned to such groups belonged to the 
villani, these possessed on an average 3-3 oxen—exactly the same figure as that 
we get on the same hypothesis for the groups of villani and bordars. 

3 Economic JouRNAL, June 1947, p. 183 (Table 1), ibid., June 1946, p. 262 
(Table I). 
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founder, gave the abbey with other endowments, portions of the 
tithe from a number of his manors and along with the tithes a 
“bordar of two acres” in each place with certain specified 
exceptions. On the other hand, we get glimpses of bordars who 
seem to be a good deal more prosperous than this, while various 
references remind us of the Domesday evidence in regard to rent- 
paying bordars and bordars holding portions of manorial demesne. 
The early twelfth-century survey of Felsted in Essex (contained 
in the cartulary of La Trinité of Caen) mentions, besides bordars 
owing one day’s work a week, nineteen others who had holdings 
carved out of the demesne, and each of these, in addition to heavy 
labour services, had to pay twopence not only for himself and his 
wife but also de serviente suo qui operari potest et de vaca quae lac 
habet.2 At Horsted in Norfolk, again, the same series of surveys 


1 Cartularium Monasterii Sancti Johannis Baptiste de Colecestria (Roxburghe 
Club, 1897), Vol. I, p. 3: Ht in unoquoque maneriorum istorum unum bordarium 
de duabus acris solutum ab omni seculari servitio exceptis tribus maneriis circa 
Colecestriam et exceptis Witham et Waltham Sabrichesworthe et Waledena: cf. ibid., 
pp. 6, 13, 15, 43, 62. Perhaps the purpose of the grant was to provide that there 
was someone in each manor to collect the tithe sheaves. There would be no 
need for such an arrangement in manors situated in the immediate neighbour- 
hood of the abbey, but the exception of the other four manors is not easily 
explained : it is omitted in one of the confirmation charters, ibid., p. 13. The 
early charters of Colchester are suspect in various ways, but there seems no 
reason to doubt the genuineness of this grant, which is mentioned in so many of 
them, while as an indication of current views about bordars it would remain 
significant even if it were the handiwork of an inflator. Several early Norman 
grants of tithe included the grant of a villanus or a rusticus, in some cases along 
with a virgate: see Gloucester Cartulary (Rolls Series), Vol. I, p. 85, and the 
Bec deeds in E.H.R., Vol. XL (1925), pp. 74-8. Two villani thus granted 
appear in Domesday I, f. 184b (Weobley, Herefordshire) and f. 260b (Stanton 
Lacy, Shropshire). 

2 Bibliothéque nationale MS. lat. 5650, f. 26, 26v. The interpretation of the 
survey is not free from doubt. Of the bordars on the demesne, fourteen worked 
three days a week and four two days a week, while one was miller. It is not 
easy to say how much land they held. We are told that it was four virgates 
(virge), but this must be a fiscal assessment and a light one at that, for, though 
the whole demesne is stated to consist of two hides, a certain Radulphus, who no 
doubt was firmarius of the other four virgates, was bound to render up to the 
abbey (presumably at the end of his lease) 300 acres sown with corn. If this 
means three long hundreds and the land was tilled on a three-ficld system, the 
total (480 acres) would correspond neatly with the twenty-eight. oxen and four 
horses of the stock, if we assume that one of the plough-teams consisted of four 
oxen and four horses. Since the bordars held half the demesne, they would on 
this hypothesis have had on an average more than 25 acres apiece : if in fact the 
fourteen who worked thrice a week had 30 acres each, and the four who worked 
twice had half that amount, while the miller had no land, the figures would fit 
exactly. But all such conjectures are extremely hazardous. Neat equations 
are often a snare in these matters. The other twenty bordars (who worked 
once a week) also owed twopence for a servant or for a cow, but in their case the 
survey adds the words si habent. But one cannot make much of this, for, unless 
the text is corrupt, similar payments were due from the servi who unam vacam 
habent quietam si plures habent dant ij denarios pro unaquaque vaca si lac habuerit. 

No. 242.—vo.. LxI. BB 
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reveals two bordars who pay thirteen pence de terra quam habent 
per premium de dominico.1 And, roughly contemporary with 
these documents, the early survey of Shaftesbury Abbey tells us 
that at Melbury Abbas in Dorset the bordars have to pay as 
herbagium, that is for grazing rights, twopence for a cow, a penny 
for a mare in foal, twopence de bove trahente.2 Then the Liber 
Niger of Peterborough, which belongs to the same generation, 
mentions six bordars rendering seven shillings at Torp, six 
rendering six shillings and fourpence at Glinton in Northampton- 
shire, another six bordars or cottars at Castor who pay six 
shillings and a penny, and eight bordars at Gosberton in Lincoln- 
shire, who along with twelve plenarii villani pay thirty-one 
shillings and 28} measures of salt. A still closer reminder of the 
shilling rents that we meet with in Domesday Book comes from 
the Registers of Evesham Abbey in a list of personal names and 
sums of money headed Isti sunt bordarii and apparently, but not 
certainly, associated with Bengeworth in Worcestershire. There 
are twenty-eight names in the list, and in all but three cases the 
sum is twelve pence, the exceptions being eighteen pence, two 
shillings, and two shillings and sixpence. Of these “ bordars,” 
three were certainly women and one a priest. Three were smiths, 
and it is one of these smiths to whose name the largest sum is 
appended: the man who owed eighteen pence was a weaver— 
Reginaldus telarius—and the one who owed two shillings is 
described as Richard de Stan(wei). In the second version of this 
list (in the Harleian Register of Evesham) the names and the 
sums of money are the same, but in this version four of the 
shilling rents have been subsequently amended. In two cases the 
new figure is fourteen pence, but against the name of Ernaldus, 
the second in the list, the words dimidia marca pro omni re have 
been entered, and against the following name the words furnum 
pro viij solidis. Finally, it seems worthy of note that the Glaston- 
bury Abbey survey of 1189 tells us that the vagiator of the abbey 
has three bordars in auxilium offictt sui who habent corredium suum 
in aula abbatis die qua laborant and mentions one Thomas bordarius, 
who held half a virgate at Bitcheat in Somerset for three shillings 
pro omni servitio.® 


1 Bibliothéque nationale MS. lat. 6550, f. 28v. 

2 Brit. Mus. MS. Harl. 61, f. 48b. I owe my knowledge of this survey to 4 
transcript kindly lent me by Sir Frank Stenton, who dates the survey c. 1130. 

3 Op. cit., pp. 159, 162, 163, 165. 

* Brit. Mus. MS. Vesp. B. XXIV, f. 30 and 30v; Harl. 3763, f. 79v. 

5 Liber Henrico de Soliaco (Roxburghe Club, 1882), pp. 14, 36. The former 
passage is quoted by Vinogradoff, Villainage in England (1892), p. 149, note 3, 
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From this long and detailed inquiry no very precise or satisfy- 
ing conclusion can be drawn, except that the contrast previously 
apprehended between the mid-western counties and those of the 
mid-eastern seaboard stands out once more, hard to explain, but 
sharp and definite. For the rest, one receives the general 
impression that the bordar-cottar class, primarily one of cottagers 
with very small holdings, was a class in movement. The 
tentative and inconsistent employment of the two terms, bordar 
and cottar, suggests that the class was tending to bifurcate and 
that men were feeling some need of distinguishing terminologically 
between those who remained mere cottagers and those who were 
attaining to the position of substantial peasants. It was from 
this class of men—persons whose primary position was one which 
neither satisfied their needs nor occupied all their energies—that 
new developments might be expected. They formed a reservoir 
available for those who wished to carve out portions of demesne 
into tenant holdings or wanted to establish a ‘‘ suburban ”’ colony 
about a borough. From this reservoir came men who had 
obtained some money, presumably by wage labour, so that they 
could take up new tenancies for a money rent. But the fact that 
the more prosperous bordars fairly often appear before us in small 
groups with apparently equal holdings suggests that development 
sometimes came rather through concerted action and through 
planning on the part of manorial lords than as a consequence of 
isolated enterprise on the part of individuals. Yet Domesday 
reveals some cases of individual prosperity. Though the thirty- 
nine Herefordshire bordars who averaged just half-a-team apiece 
occur in groups ranging from two to eight, a single bordar at 
Hampton in the same county seems to have possessed an entire 
team, and individuals of the class who had half a team can be 
discerned at Long Stanton in Shropshire, Babworth in Notting- 
hamshire, Holme (Biggin) in Warwickshire, Peasemore in Berk- 
shire, Eastling in Kent and perhaps at Weston in Suffolk.’ It is 
disappointing to leave things without more definite conclusions 
than these. But the temptation to speculate further must be 
resisted. As Maitland has said in another connection “it is 
easier to make theories of sociology than to ascertain facts.”’ * 

' Reeratp LENNARD 
Wadham College, 
Oxford. 


1 Dd. I, ff. 180, 256b, 285, 241b, 60, 10b; II, f. 437. 
® Pleas of the Crown for the County of Gloucester, 1884, p. xxxv. 
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The Life of John Maynard Keynes. By R.F.Harrop. (London: 
Macmillan, 1951. Pp. xvi + 674. 25s.) 


WueENn Mr. Harrod undertook to write the life of Keynes, he 
was assuming a heavy responsibility. His work was bound to 
be the standard biography; it would become the primary record 
of a life which belongs to history. The responsibility assumed 
has been discharged in a manner beyond praise. 

The amount of material to be sifted and used has been very 
great. And along with the written material Mr. Harrod has 
had the advantage of a long and intimate friendship with Keynes, 
In his preface he writes : 


“intensive and continued study of his published work and 
of his vast collection of papers—he was something of a 
hoarder—has given me the sense that I do for the moment 
know more about his mind than anyone else. In the inter- 
pretation of his motives on a particular occasion, I have 
sought to bring to bear all my collateral knowledge, and it 
has sometimes happened that I have felt compelled to prefer 


my judgment to that of one who had more direct knowledge 
of the occasion in question.” 


A claim which Mr. Harrod las every right to make. 

A great part of the book, of course, is devoted to the record 
of Keynes’s public work, both his contributions to economics and 
his work for the Government and the nation, and it has much of 
interest to reveal on this side of his life. But the principal 
interest lies, as it should in any biography, in the purely personal 
side, his friends, his relations with them, their common interests, 
his own ambitions and tastes, his philosophy of life. 

Here Mr. Harrod has been able to present a wealth of material. 
Selection must have been a difficult problem, but he has solved 
it with mastery. The numerous extracts from letters, both 
Keynes’s own and those of his friends, are such as not only to 
contribute greatly to the pleasure of reading the book, but to 
illumine the story throughout. 

The memoir My Early Beliefs, which was written in 1938 and 
was published in a volume entitled Two Memoirs after Keynes’s 
death in accordance with a wish he had expressed, is an invaluable 
indicator of the approach which he and his friends, especially his 
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Cambridge friends, made to life. Mr. Harrod, in quoting from it 
(pp. 78-81), especially brings out the deep influence of G. E. 
Moore on the circle in general and on Keynes in particular. 

The influence was above all personal, but Moore’s philosophy 
played a great part in it. Keynes was a philosopher before he 
became an economist. Mr. Harrod has the advantage of being 
himself a philosopher. He appreciates the contribution made to 
metaphysics by Keynes’s T'reatise on Probability, and he reveals 
the predominance of the subject in Keynes’s interests for some 
years, even after he had become a teacher of economics. 

In Early Beliefs Keynes wrote of Moore’s Principia Ethica : 
“We accepted Moore’s religion, so to speak, and discarded his 
morals. Indeed, in our opinion, one of the greatest advantages 
of his religion was that it made morals unnecessary.” Mr. 
Harrod quotes this (p. 78), but there are one or two other revealing 
passages which he might have quoted from that source. 

Keynes recorded his early beliefs, and desired to have them 
published after his death, because he had never discarded them. 
“Tt is still my religion under the surface,” he wrote (Early Beliefs, 
p. 92). When he proceeded, “‘ I remain, and always will remain, 
an immoralist ’”’ (ibid., p. 98), he surely did not mean that he 
rejected all rules of conduct, but that he refused to swallow the 
categorical imperatives of intuitionist ethics. One of Moore’s 
guiding principles was that moral precepts were means, not ends. 
And Keynes and the circle of friends, first in Cambridge then in 
Bloomsbury, which Mr. Harrod describes with so much sympathy 
and insight, claimed the right to subject moral rules to independent 
criticism. 

It may ke true (as Keynes said in the passage which Mr. 
Harrod quotes) that the circle “ took not the slightest notice ” of 
Moore’s chapter on Ethics in relation to Conduct. But Keynes 
showed himself to have been something of a heretic in this 
matter. For “the large part played by considerations of proba- 
bility ” in that chapter, he wrote (ibid., p. 95), was “‘ an important 
contributory cause to my spending all the leisure of many years 
on the study of that subject.” 

One of Keynes’s salient characteristics was an exceptional 
capacity for intellectual pleasure. He was himself conscious of it : 
“really the most substantial joys I get are from the perception 
of logical arguments,”’ he writes to Swithinbank in 1908 (p. 20). 
But intellectual pleasure has little or no place in ‘“ the ideal ”’ of 
Principia Ethica: there knowledge of truth is recognised to be 
valuable as a means, and valuable as a constituent of a good 
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state of mind. But when Keynes described the ideal of his Cam- 
bridge friends as ‘‘ communion with objects of love, beauty and 
truth ” (Early Beliefs, p. 86) the addition of truth was a gloss. 
In discussions they “ flirted with the idea that there might be 
some intrinsic quality—though not, perhaps, quite on a par with 
‘green’ and ‘good’ and ‘beautiful —which one could call 
‘interesting ’”’ (ibid., p. 88). 

“As philosophical background, G. E. Moore’s theories,” 
Mr. Harrod tells us (p. 179), ‘‘ were translated from Cambridge 
to London, and became de rigueur in Bloomsbury. The supreme 
values of life were the states of consciousness involved in human 
relations and in the appreciation of beauty.” The “ interesting ” 
remained outside. 

Bloomsbury supplied a part of what Keynes needed, but not 
the whole. No doubt the circle, in the course of good talk, was 
after all often enjoying an element of intellectual pleasure. But 
an active and powerful intellect needs something to feed on. 
Keynes might have found scope in following up his work on 
Probability with metaphysical or matheiaatical speculations. 
But that was not his natural bent. And when he suddenly 
found himself caught up in a political maelstrom, and confronted 
with the most searching and far-reaching problems of public 
affairs, his unsurpassed intellectual faculties found their oppor- 
tunity. 

Mr. Harrod well describes Keynes’s resulting detachment from 
the Bloomsbury circle. Not that he lost touch with them, or 
that any of the friendships were broken. The memoir on Early 
Beliefs, which was addressed to them, was a pb‘losophical testa- 
ment, bearing witness to the continuance unimpaired of the faith 
that had come to him at Cambridge. Practical affairs were to 
provide the subject matter of Keynes’s inteliectual pleasures, but 
his philosophy forbade him to lose sight of the end in the means; 
his numerous practical and public preoccupations provided 
infinite material for his ever-active mind, but he always kept 
open the access to his precious share of the othcr true ends— 
both through human relations, and through his lively interests in 
the drama and in collecting pictures and books. 

What then of Keynes’s place in economic science and in public 
affairs? Here Mr. Harrod has to combine with the personal side 
of his narrative much that is familiar. In doing so he preserves 
a judicious sense of proportion. His readers will want especially 
to follow the personal side of the story. 

It was a letter written by Lloyd George to the Nation in 
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April 1924, calling for a large-scale programme of public works 
as a remedy for unemployment, that became the occasion of 
Keynes committing himself to that policy. The task that “‘ was 
to occupy the next twelve years of his life’ was to discover “ the 
explanation in terms of fundamental economic theory of the causes 
of unemployment ” (p. 350). 

Was this really what he was looking for? In the Tract on 
Monetary Reform (1923) he had accepted whole-heartedly the 
doctrine that deflation causes unemployment (pp. 341-2). Nor 
had he been at a loss to say what might be the causes of deflation. 
The problem that faced him from 1924 onwards was rather to 
find ‘‘ in terms of fundamental economic theory ”’ the justification 
for the policy which his practical judgment told him was the 
remedy. 

And twice he was able to cry, eureka: first when he produced 
the T'reatise on Money; then when he superseded the T'reatise 
with the General Theory of Employment, Interest and Money. As 
was to be confidently expected, Mr. Harrod deals with these 
famous works ably, sympathetically and judiciously. 

He defends Keynes against the charge of inconsistency. The 
accusation he attributes in part to Keynes’s use of his power of 
advocacy in “his quick and clever talk” and, when teaching, 
“to make his pupil see that there were two sides to every ques- 
tion” (pp. 468-9). Also “ he was essentially practical, and when 
convinced that the door was firmly barred against the best 
solution of a problem, he readily sought another one.”’ But, he 
adds, “‘ it must be admitted that Keynes himself might not have 
wished to rebut the charge of inconsistency.”’ The originator of 
far-reaching innovations in thought cannot tie himself down to 
consistency. Whenever Keynes struck upon an illuminating 
idea, he was seized with the pleasures of the chase: he was im- 
pelled to follow the scent wherever it might lead. That he found 
himself discarding not only received theories, but past ideas of 
his own, even those which had inspired him in their day did not 
deter him ; the dash across a new line of country only added zest 
to his pursuit. Criticism which contributed to the evolution of 
the idea he welcomed ; he took every fence or ditch in grand style. 
But objections which struck at the central idea itself woke resist- 
ance; all his dialectical powers would be deployed to preserve it. 
To shoot the fox would be to end the sport. 

A quality which repcztedly emerges from Mr. Harrod’s story 
is Keynes’s self-reliance: that kind of self-reliance which is 
founded on clarity of vision. Feeling confidence both in his own 
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understanding of any situation which confronted him, and in 
the standards of value by which policy should be guided, he could 
see without hesitation the course to be followed, could surmount 
or circumvent obstacles and assess concessions demanded, and 
could apply his unsurpassed powers of persuasion. 
R. G. HawtTrey 
London. 


Productivity, Prices and Distribution in Selected British Industries. 
By L. Rostas. (Cambridge University Press (National 
Institute of Economic and Social Research, Occasional 
Paper No. XI), 1948. Pp. xiii + 199. 16s.) 


Tuis volume presents the results of what the author describes 
as “an exploratory investigation into variations of prices, costs 
and efficiency in differently sized firms in British industry in 
1935.” The project was sponsored by the National Bureau of 
Economic and Social Research, and Dr. Rostas was assisted by 
an advisory committee consisting of Mr. N. Kaldor, Mr. W. B. 
Reddaway, Mrs. Joan Robinson and Mr. J. R. N. Stone. 

The author has relied in the main on material collected for the 
Fifth Census of Production, some of which has been specially 
tabulated by the Board of Trade for the purpose of this study. 
These data are supplemented with the estimates provided for 
industries, though not for firms, by earlier Censuses, and with the 
official statistics for earnings, hours of work and the like. The 
nature of the study and the methods to be used are described in 
Part I. Dr. Rostas has chosen twenty trades for investigation, 
roughly half of which produce finished consumption goods and 
half intermediate products or capital goods; these trades 
accounted for 15-5% of the net output and 12-1% of the employ- 
ment in all factory trades in 1935. In Part II he sets out to 
investigate the relationships prevailing in 1935 between prices and 
prime costs, and between size and “ efficiency.” This is followed 
in Part III by a more detailed and partly historical survey of 
eight trades which are described as producing a “ broadly homo- 
geneous ”’ output. 

The statistical material contained in this book presents the 
investigator with many intriguing, though perhaps sometimes 
insoluble, problems of interpretation. Dr. Rostas has faced 
these difficulties with commendable courage and has tried to offer 
tentative answers to such questions as the effect of the size of 





— 


i. ae. en. ee ee n,n. a ee, ee 


1951] ROSTAS: PRODUCTIVITY, PRICES AND DISTRIBUTION 377 


the firm on its “efficiency.” Unfortunately he has not been 
able to derive as much assistance from the theoretical studies as a 
busy statistical investigator might reasonably expect, and, to 
some extent, his interpretation of the figures suffers accordingly. 
The inadequacy of the guidance he has been able to obtain is 
apparent from the theoretical introduction to the book. This 
section is rightly eclectic, but unfortunately not sufficient atten- 
tion has been paid to the different planes of abstraction on which 
the various theories have been developed. Nor is the use of 
terms altogether satisfactory. For example, the term ‘“‘ marginal 
cost” must, I think, be defined in a very broad way, with full 
allowances for subjective considerations, if the proposition that 
marginal cost is equated to revenue is to be at all plausible in a 
dynamic situation; marginal cost so defined is not something 
which could ever be found in statistical returns, however detailed, 
and it must not be identified with marginal prime costs. 

To take another example, much of the traditional theory deals 
with firms in a position of equilibrium, but in the real world firms 
are often in transition, and the accounts reflect developments 
which will induce them to expand or contract. Dr. Rostas has 
little to say about the implication of such facts. (It is true that 
he makes a tardy reference to disequilibrium on p. 40, but even 
here his remark that ‘‘ 1935 was a fairly normal year ” seems to 
suggest that what he has in mind is the trade cycle.) 

What is needed in short is a thoroughly revised statement of 
the theories of the firm; the assumptions must be carefully 
examined and made explicit, the terms precisely defined and the 
argument developed in a form which allows for the dynamic 
conditions of the real world. This would be a major analytical 
task, and it would be grossly unfair to complain that Dr. Rostas 
has not accomplished it. He has been busy with the other diffi- 
cult task of collecting statistics, and it is rather those of his pro- 
fessional colleagues who have not been so pre-occupie.1 who must 
bear the responsibility. Dr. Rostas’s exploratory investigation 
will have served a useful purpose if it stimulates a new effort 
along these lines in the analytical field. 

Apart from the defects, for this purpose, of the traditional 
theories, the statistics themselves present the investigator with 
plenty of difficulties, and on pp. 15-18 Dr. Rostas describes their 
limitations with commendable frankness. It may be of interest 
to refer briefly to a few of the conclusions of Part II and to indicate 
the necessary qualifications, most of which are suggested by the 
author’s own comments in other sections. 
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1. Dr. Rostas begins by referring to the “ great varia- 
bility of prices and costs from firm to firm” (p. 22). Let us 
confine our attention to prices and ask how “ great varia- 
bility ” can occur even in the trades which he describes as 
“homogeneous.” In such trades the scope for deceptive 
product-differentiation must be small, and as the author 
himself observes elsewhere—in justifying the use of “net 
output ” in measuring efficiency—“ it is reasonable to presume 
that buyers are sufficiently well-informed to ensure that 
prices are kept fairly well in line ” (p. 8). One may therefore 
begin with the assumption that the same commodity is sold 
at virtually the same price at each point of delivery by all 
sellers. Since it is, however, the factory price in which 
Dr. Rostas is interested—which implies a certain ambiguity 
in the use of the term “ efficiency ’—differences in prices 
which correspond to transport charges may be expected. 
(Some of the Census figures do, however, include transport 
charges; see p. 17.) If transport charges do not account for 
all the differences in prices actually recorded, the statistics 
may well refer to what are really different “ commodities.” 
Dr. Rostas has observed in a different section that this is a 
real difficulty, and has tried to make some corrections, ¢.g., 
in the case of the multi-product firm (pp. 141-2). My sus- 
picions are also strengthened by the large recorded variations 
as between firms in the cost of materials as a percentage of 
the value of gross output. (For example, in the case of 
cement, this percentage varies from 35-2 to 61-1.) I doubt 
therefore whether the different prices always relate to iden- 
tical commodities even within the “‘ homogeneous ”’ group. 
This is a serious difficulty, and the validity of what is subse- 
quently said about “efficiency”? may be deemed to be 
impaired. 

2. Dr. Rostas can find no support for the view that prices 
are determined by adding a conventional margin to prime 
costs. If anyone has ever advanced the theory in so crude 
a form as to make no allowance for the differences in the 
capital structures of firms, Dr. Rostas’s evidence should give 
him pause. (But has anyone ever been so foolish ?) 

3. Dr. Rostas observes that “ there is a strong presump- 
tion that where high margins are due to high capital costs, 
high margins should be correlated with high output per 
head ” (p. 26). In fact, he can find no evidence of such a 
correlation in a substantial number of the “ homogeneous ” 
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trades; in some cases, indeed, higher margins go with lower 
output per head. This would be even more puzzling if (a) 
there were a stronger presumption that the commodities were 
really ‘“‘ homogeneous,” and (6) the figures for employees did 
not include maintenance workers and the like. 

4. Dr. Rostas has tried to discover how efficiency varies 
with size, and concludes that “increasing returns operate 
over the whole field of British industrial activity that has 
been examined ” (p. 45). This is an interesting conclusion, 
although it is necessary to observe that the term “ increasing 
returns ” is being used in a special sense to mean declining 
prime costs, not declining average total costs—not that the 
figures for prime costs are really satisfactory in themselves, 
because they include the payments to overhead labour. His 
statement should be revised to read : “‘ If it could be assumed 
that the commodity produced by each industrial group was 
identical in all relevant respects, it could be concluded that 
there is some tendency for the sum of prime costs plus the 
wages of overhead labour to decline with increases in the size 
of firms, size being measured, in turn, by the number of 
workers employed.” In this form the conclusion, if less 
striking, is still interesting. (Of{course, this does not mean 
that the larger firms are necessarily more efficient if all 


costs are included; it merely indicates very tentatively the 
differences in the composition of the total of costs plus net 
profits as between firms of different sizes.) 


Throughout, Dr. Rostas is handicapped by the scantiness of his 
information about the composition of the gross profit margin. 
There is no wholly satisfactory solution to this difficulty, but it 
would perhaps be possible to extract some information from the 
published balance-sheets of which Dr. Rostas makes practically 
no use. Admittedly, such documents are by no means easy to 
interpret, but the same is true of the Census data, and some further 
insight might have been obtained in this way. Perhaps the 
difficulty was the statistical one of dealing with a substantial 
number of balance-sheets, but even one or two samples for 
particular industries would have been interesting. 

Dr. Rostas emphasises in a number of places the provisional 
nature of his results, but it must be admitted that when he is 
interpreting the figures he is sometimes a little incautious. Occa- 
sionally the fault is merely stylistic, and examples may be quoted 
such as the frequent omission of the word “prime” before 
“costs ’’ and of the inverted commas which should almost always 
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enclose the word “ efficiency ”’ as used in this book. But at times 
one is left with the impression that there is more to it than style, 
and that he tends to exaggerate the extent to which it is possible 
to reach detailed and important conclusions about a large number 
of industries from such statistical data alone. After all, the study 
of even one industry takes a long time, and the investigator must 
try to get “the feel” of how things are done. Close contacts 
with managers and trade-union leaders are obviously desirable, 
for apparently curious features can often be explained if they are 
examined in sufficient detail and discussed with those in charge. 

No doubt it would be a counsel of perfection to ask anyone 
to carry out such a long and arduous inquiry and yet maintain 
the highest degree of austere caution in dealing with what is often 
disappointingly inadequate information. Nevertheless, it is a 
great pity that the book is somewhat marred in places by loose 
phraseology and slightly over-hasty generalisations. It is not 
that anyone is likely to be seriously misled, for these slips are 
very obvious; the danger is rather that the book may be under- 
rated and that Dr. Rostas may not receive the credit he deserves 
for performing so much difficult statistical work. Future inves- 
tigators should be grateful both for the material presented in this 
book and for the warning it conveys that certain paths are blind 


alleys which they may as well avoid. 


T. Witson 
University College, 
Oxford. 


The Balance of Payments and the Stanaard of Living. By RB. G. 
Hawtrey. (London: The Royal Institute of International 
Affairs, 1950. Pp. 158. 8s. 6d.) 


MARSHALL, it will be remembered, brushed aside as of no 
consequence the theoretically conceivable case that elasticities 
in international trade might be so low that free markets could not 
establish an equilibrium. In recent years many attempts haye 
been made to demonstrate the practical relevance of this case 
and, in effect, to question Marshall’s contention that “ all such 
suggestions derive their origin from the sport of the imagination 
rather than the observation of facts.” Several of these must be 
regarded as of doubtful validity, and not least perhaps those pur- 
porting to show quite low elasticities by the use of various econo- 
metric techniques. A few, however, deserve serious attention. 
Professor Hawtrey’s major contribution in the present stimulating 
study lies in the elucidation of one of these. 
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He suggests that once the re-equipment phase is over Europe 
might begin to be faced with an intractable adverse balance 
because she'might not be able to cover with the proceeds of her 
exports her minimum requirements of primary products which 
she cannot herself produce. Even when she has managed to 
transfer resources to the export sector on a substantial scale, it 
might require sharp reductions in prices in order to maintain sales 
when the primary producing areas develop their own industries, 
and the total proceeds might consequently leave a persistent 
deficit. The customary interchange of manufactures for primary 
products could not in such circumstances be maintained by 
exchange depreciation on the part of European suppliers, and 
quantitative controls would be unavoidable. This prospect is 
admitted to be somewhat problematical, and it is not suggested 
that immediate allowance for it should be made in the economic 
policy of Western Europe. Like many other gloomy prospects, 
it assumes that technical advance will at best be neutral in its 
effects. It appears also to assume that oversea industrialisation 
will be pursued in the main for purposes and with results other 
than that of raising aggregate income. Yet it must be accepted 
as a possible outcome and should be borne in mind when con- 
sidering the optimistic outlook of Staley and Hilgerdt. The 
problem here is one of paying for imports of primary products 
from all sources. There may or may not also be a specific dollar 
problem, although in view of the limitation placed on European 
exports of manufactures to the United States by the American 
tariff Professor Hawtrey inclines to the view that it is not certain 
that the dollar problem can be solved by appropriate rates of 
exchange either. 

Professor Hawtrey formulates a hypothesis of a similar kind 
for the short-run. It is rightly suggested that a similar adverse 
balance will arise when economies emerge from a war with large 
external debts and need to import on a scale in excess of what 
can be covered by current exports and the running-down of 
monetary reserves if they are to reconvert speedily to an efficient 
peace-time footing. Here again it will be agreed that the adop- 
tion or retention of controls is unavoidable whether or not infla- 
tionary influences, active or suppressed, are present. At this 
point, however, general agreement is likely to cease. For after 
making the hypothesis Professor Hawtrey was overtaken by the 
events which led to the depreciation of sterling, and he saw in 
this an application of his contention. Much of the book is con- 
cerned with a criticism of that act. For Professor Hawtrey 
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believes that the real cause of the crisis was not excessive costs in 
British export industries but delays in the fulfilment of orders 
owing to over-employment in the economy as a whole. De- 
preciation is alleged to have been exactly the wrong policy, and 
Professor Hawtrey looks forward to the day when costs have 
risen so as to offset it. In the course of his attack he makes many 
interesting suggestions and shrewd comments, but one cannot 
help doubting whether he has not exaggerated the importance of 
delays and placed on some of the evidence he quotes rather more 
weight than it can stand. The charge cannot be answered con- 
clusively by quoting more recent developments in the balance- 
of-payments position for which causal and casual influences are 
together responsible. It is possible to some extent to accept his 
contention respecting the importance of delays and still maintain 
that depreciation would help. For the low prices brought about 
by depreciation would provide a new incentive for foreign pur- 
chasers to wait for British goods—a discount for late delivery. 
One has more sympathy with his contention that if the degree of 
depreciation was prompted by the desire to fix a long-run equili- 
brium rate something might have been ijost in the meantime by 
an act based on little more than a guess. Finally, one gets cold 
comfort from his attempt to look on the brighter side of depre- 
ciation, which, through the consequent increase in costs, will 
lower the real value of external indebtedness fixed in sterling and 
absorb redundant money at home. There is obviously never a 
dull moment in this challenging study. 
D. J. Morean 
The London School of Economics. 


Monetary Policy for a Competitive Society. By Luoyp W. Muvts. 
(New York and London: McGraw-Hill, 1950. Pp. ix + 236. 
25s. 6d.) 


Proressor Mints is a leading member of the Chicago radical 
school of the late Professor Henry C. Simons. In this book he 
expounds the theory that the instability of a competitive system 
is the result, not of inherent defects, but of the absence of a policy 
of monetary stability, and outlines the criteria and means of 
implementation of such a policy. 

The major cause of the cumulative nature of economic fluc- 
tuations, maintains Professor Mints, is instability of the money 
supply. While he distinguishes two non-monetary types of 
unemployment—frictional unemployment caused by changes in 
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economic conditions and chronic unemployment caused by wages 
above full-employment marginal productivity—he argues that 
these would be less important, and easier to correct, in a frame- 
work of monetary stability. Monetary instability he attributes 
to two features of present monetary arrangements. The first is 
fractional reserve banking, which causes the money supply to 
vary perversely with changes in bankers’ confidence. The second 
is discretionary central banking; here the argument is partly 
(and, in the reviewer’s opinion, unjustifiably) that central banks 
generally do the wrong thing or nothing to combat fluctuations, 
but largely that the absence of a definite, well-understood monetary 
policy itself creates instability by fostering elastic expectations. 

The theoretical basis for a monetary view of economic fluc- 
tuations is presented in Chapter 3, in which fluctuations in 
employment are attributed to changes in the “ propensity to 
hoard cash” and in the quantity of money. As employed by 
Professor Mints, the “‘ propensity to hoard ” seems a singularly 
awkward concept: not only does it include a number of quali- 
tatively different decisions (for example, not to purchase pro- 
ducers’ goods, not to lend on short term), but also it seems to 
relate only to the disposition of income, not of assets (p. 30). 
The chapter concludes with a discursive and rather inconclusive 
appendix on Keynes’s General Theory, which would have been 
improved by study of the ‘“ Notes on the Trade Cycle.” It is 
followed, rather abruptly, by two chapters on the problems of 
international adjustment and of fixed versus flexible exchange 
rates, after which the author returns to his main theme. 

The chief requirement for monetary stability, he maintains, 
is the replacement of the present discretionary monetary manage- 
ment by a “ definite, simple and understandable indicator of the 
need for monetary action ” which will convince the community 
that monetary stability will be maintained. Given such a rule, 
Professor Mints believes that both the particular rule chosen and 
the means adopted for implementing it are matters of secondary 
importance. Anticipating scepticism on this point, however, he 
devotes the remaining half of the book to an examination of 
various possible rules—a genuinely automatic gold standard, a 
fixed quantity of money, a constant rate of increase of the money 
supply, stabilisation of various price levels, commodity-reserve 
money, stable-budget policy—and various possible methods of 
implementation—gold coin circulation (for the automatic gold 
standard), rediscount policy, open market operations, budgetary 
policy (rather oddly ranked as a monetary policy). Of these, he 
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prefers stabilisation of a wholesale price index, weighted as heavily 
as possible with domestic goods, under a national monetary 
standard; this rule should be implemented by open market 
operations and an annual budget deficit sufficient to provide the 
necessary secular increase in the stock of money. This policy, he 
concludes, would be facilitated by the elimination of fractional 
reserve banking through the 100% reserve plan, and the trans- 
formation of all government debt into consols. 

Of the many important issues raised in the course of this argu- 
ment, two seem to be crucial. The first is the emphasis placed 
on the monetary factor in economic fluctuations. It is certainly 
true, and deserves emphasis, that uncertainty as to the intentions 
of the monetary authorities is a significant contributory factor to 
economic fluctuations, and that a definite and known policy 
would help to maintain stability. It is another thing, however, 
to maintain that monetary stability would eliminate significant 
fluctuations : this presupposes a degree of price and wage flexi- 
bility, and a degree of mobility of resources, which it would take 
a great many non-monetary measures to impose; furthermore, 
unless the economy has these characteristics, the maintenance of 
full employment would require at least public works, and probably 
more direct intervention, both of which Professor Mints rejects 
out of hand. A second question is whether the monetary policy 
recommended by Professor Mints is really as “‘ non-discretionary ” 
as he imagines. Even if the monetary authority confined itself to 
open market operations designed to stabilise a wholesale-price 
index, the timing and volume of the operations and the decision 
as to the significance of any change in the index would be matters 
of judgment, in which the authorities would likely find themselves 
looking to other indicators than the one chosen for them. 

Harry G. JOHNSON 
King’s College, 
Cambridge. 


Capital Imports and the American Balance of Payments, 1934-39 : 
A Study in Abnormal International Capital Transfers. By 
A. I. Buoomrietp. (London: Cambridge University Press, 
1950. Pp. xiii + 340. 45s.) 


Durine the six years 1934-39 the recorded net import of 
capital into the United States was $6 billion, and unidentified 
capital imports perhaps nearly $2 billion more. This huge move- 
ment, equivalent at post-war prices to the whole of Marshall Aid, 
went to the richest major country in the world, a country of 
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extremely low interest rates which had been a large and con- 
tinuous exporter of capital for twenty years. There was, more- 
over, no noticeable tendency for the balance of trade to adjust 
itself to this striking change in the direction of capital flow. 
Instead there was an inflow of $10 billion of gold. Here is an 
episode in international finance well worth a detailed study, and 
Mr. Bloomfield has done it well. He makes judicious use of facts, 
figures and theory and shows common sense in reaching his 
conclusions. 

Part of the study is concerned with technical problems. 
There is an analysis of exchange speculation during the period 
and of the relationship between spot and forward rates, internal 
credit conditions and so on. While speculation was often un- 
stabilising, American operations in the forward sterling market 
were ‘‘ predominantly of a stabilising rather than of an unstabil- 
ising variety.” There is a detailed analysis of the American 
Exchange Stabilisation Fund. Its operations were “of a de- 
cidedly modest sort ’’; it gave little lasting support to foreign 
currencies, since its usual practice was quickly to convert all 
purchases into gold, but it played a useful role when the private 
gold arbitraging machinery broke down, aud in smoothing out 
minor day-to-day fluctuations. There is an account of the 
“sterilisation ” of gold imports from late 1936 until early 1938; 
although this policy reduced excess reserves of member banks, 
and was possibly against the “ rules of the game,” Mr. Bloomfield 
concludes that it had little restrictive effect on credit. 

The analysis of these technical problems is of considerable 
interest, but some readers may be more concerned with the 
broader issues: the causes of the capital movements, why they 
had so little effect on the balance of trade, the morals to be 
drawn for future policy. 

The causes were numerous, and included amortisation of 
American investments abroad, the purchase by foreigners, at low 
prices, of foreign dollar bonds on which the debtors had defaulted, 
the liquidation at a loss of ‘‘ blocked ” balances held abroad by 
Americans, and foreign buying of American securities during the 
Wall Street boom of 1935-37 (the author argues that foreign opera- 
tions had no great effect on stock prices and incidentally calculates 
that, over his whole period, foreign investors on balance made 
capital losses). But the major causes of the capital inflow were, 
first, political uncertainty abroad, and, secondly, exchange specu- 
lation against foreign currencies; this, despite much profit- 
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America over the period as a whole. It is significant that over 
half of the recorded net capital inflow took the form of additions 
to foreign short-term assets in the United States, mostly demand 
deposits earning no interest ; and a considerable part of the large 
net purchases of American securities by foreigners (a further one- 
fifth of the total recorded capital inflow) doubtless represented 
flight capital. Mr. Bloomfield also analyses at length, and rejects, 
the rather curious view of some writers, including Graham, that 
the capital inflow was the result, rather than the cause, of the 
inflow of gold. 

The author’s discussion of the failure of the capital movements 
to bring about corresponding changes in the current account 
items includes a theoretical analysis of the mechanism of inter- 
national adjustment. He believes that changes in current 
account balances are mainly the result of different rates of change 
in incomes at home and abroad. But, he argues, capital transfers 
need not have inflationary effects in the receiving country and 
deflationary effects in the losing country; the effects can be 
neutral, deflationary or inflationary in either country. Since 
capital movements during 1934-39 had, he argues, no important 
effect on incomes either in America or, in general, abroad, they 
had thus little effect on the current account balance. Changes 
in the capital inflow did, it is true, tend to be inversely correlated 
with changes in the American current balance, but this does not 
mean that the former induced the latter. The correlation, he 
claims, was either accidental or, as in 1937 and 1938 when the net 
capital inflow fell and the American balance improved, reflected 
drafts on dollar balances to meet growing deficits abroad. 

Mr. Bloomfield discusses numerous ways in which the American 
authorities might have tried to limit capital and gold imports. 
Appreciation of the dollar (which, he concludes, after an interest- 
ing discussion of ‘“ equilibrium exchange rates,’ was under- 
valued) would, he thinks, have reduced the American current 
balance, but he is by no means certain that it would have chcked 
the capital inflow; it might, in the short run at least, have made 
matters worse. He concludes that the American laissez-faire 
policy regarding capital and gold imports was broadly justified. 
But the free-exchange countries of Western Europe should, he 
thinks, have imposed direct restrictions on the outflow of domestic 
capital. He draws the moral that control of “‘ hot money ” will 
be necessary and desirable in the future. This, he rightly says, 
is now a widely accepted view. But is he not unduly modest 
when he says that “hot money” (the subject of his book) is 
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now, therefore, “largely a matter of historical significance’? Is 
it not optimistic, in view of post-war experience, to believe that 
controls—at least of the type operated—can be relied on to 
prevent large undesirable movements of capital? The problem 
is by no means solved just because many countries—though by 
no means all—accept the need for restrictions. 

There are, of course, a number of points on which the reviewer 
would take issue with the author. Is he right, for example, in 
assuming (on p. 267) that the American marginal propensity to 
import was so much lower than the rest of the world’s marginal 
propensity to import from America? The marginal propensity 
to import is the product of the average propensity to import and 
the income elasticity of demand for imports. Now the American 
income elasticity of demand for imports was no doubt lower than 
the rest of the world’s income elasticity of demand for imports 
from America; it was less than half as great according to Chang’s 
estimates. But the American average propensity to import was 
much higher than the rest of the world’s average propensity to 
import from America, perhaps twice as high. 

But these are minor points. Although few of the conclusions 
in this book are surprising, it should rank among the important 
case studies in international economics. It can certainly be read 
with profit by all concerned with this subject. 

G. D. A. MacDouaaL. 


Nuffield College, 
Oxford. 


Economic Fluctuations in the United States, 1921-1941. By 
LawRENCE R. Kien. (New York: John Wiley & Sons, 
Inc. (London: Chapman & Hall, Limited), 1950. Pp. ix 
+174. 32s.) 


Tuts book is an attempt “ to estimate laws of human behaviour 
in economic life ’’ (p. vii) and “is concerned mainly with quantify- 
ing a true description of the structure of United States economy ”’ 
(pp. 63-4)—a formidable task. The author hopes thereby to be 
able to make reliable predictions of the future values of economic 
magnitudes and to determine the effects on the economy of 
specific policy changes. 

In Chapter I Dr. Klein outlines his method of approach. The 
economic system, he believes, can be described by a set of simul- 
taneous equations which express all the inter-relationships among 
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the measurable economic magnitudes guiding human behaviour. 
The data used consist of time series of twenty-one observations 
for each of the variables which economic theory indicates should 
be included in the system. These variables are of two types, 
endogeneous (determined within the system) and exogeneous 
(determined outside the system). This division is not clear-cut 
and Dr. Klein discusses the economic and statistical bases for 
determining the dividing line in practice. He next reviews the 
various methods that have been used to obtain empirical relation- 
ships from economic time series, indicating their advantages and 
deficiencies for the problem with which he is concerned. His con- 
clusion is that the set of equations in the model he is constructing 
must be treated as a unit and no single equation must be solved 
independently of the other equations of the system. Thus the 
techniques presented recently in full generality by Koopmans, 
Rubin and Leipnik in their book “ Statistical Inference in Dyna- 
mic Economic Models ” are preferred to the more familiar least- 
squares single-equations methods. Chapter I may be com- 
mended to those who desire to know why these newer methods, 
which owe their origin to the work of Haavelmo, are chosen. 
To some degree, Dr. Klein’s work may be considered a com- 
panion volume to that of Koopmans and his collaborators. How- 
ever, he merely tabulates his statistical results, leaves the reader 
to look up reference work for the details, and so loses an oppor- 
tunity to make the techniques available to a wider market. 

In Chapter II Dr. Klein makes his main contribution, but also 
incurs most criticism. He recounts the economic theory forming 
the basis of the models. There are two economic decision units 
—firms and households. Theories on the familiar maximisation 
principles are propounded, and some plausible alternative criteria 
are also discussed. But let us run ahead: Dr. Klein’s complete 
system (given in Chapter ITI) contains sixteen equations. There 
are demand equations for labour, inventories, consumer goods, 
private producers’ plant and equipment, owner-occupied housing, 
rental housing, dwelling-space, active balances, idle balances; 
adjustment equations for output, interest rate and rent, and four 
identities for net national product, private output exclusive of 
housing, stock of capital and rent payments. Nine of these 
are demand equations, but there are no supply equations. There 
is no limit to the productive power of the economy! In a general 
model this is surprising. Closer examination reveals that three 
equations are used to determine the interest rate where only one 
appears necessary. The other two, which contain active and idle 
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money balances as variables, seem redundant. Evidently mone- 
tary influences play no part in the economic structure. The 
interest rate itself has an active role in only one equation—the 
demand for rental housing. If we omit the housing equations, 
only eight remain to determine the laws of economic behaviour. 
Intuitively either eight or sixteen equations seem insufficient for 
this purpose, and this view gathers strength when the content of 
the functional relationships is examined. At some points Klein 
the empiricist appears to override Klein the theorist. This is not 
to say that models must be complex. A simple model is naturally 
preferable to a more complicated one, but simplicity rests as 
much on realistic explanation as on the form and composition of 
the functional relationships. Here emphasis seems to be placed 
on the latter. 

The statistical models and the results of the investigations 
make up the subject matter of Chapter IIJ. Dr. Klein uses three 
methods of measurement, the “ reduced form,” ‘‘ maximum likeli- 


hood ” (using all @ priori information) and single-equation least- 
squares. Problems of identification, which are of particular 
importance in the former methods, receive proper attention. No 
reason is given for the inclusion of single-equation least-squares 
estimates after their rejection in Chapter I. More surprising still, 
the values of the parameters in the “ single equation ” approach 


do not differ greatly from those obtained from the reduced form 
equations, but Dr. Klein leaves the reader to draw his own con- 
clusions. This surely runs counter to the argument of Chapter I. 
Dr. Klein even tests for reliability the parameters of the “ single 
equation ” method but not those obtained by other methods. 
Possibly the explanation of this paradox is that the desirable 
properties of the reduced form and maximum likelihood methods 
do not reveal themselves in such small samples. 

In his preface the author states that he is aware of the limita- 
tions of his models, pointing out that the book contains only 
tentative and preliminary steps in econometric model building. 
But the first steps are generally important ones, and for this reason 
alone the book is worth the attention of all econometricians. 

M. R. FIisHER 
King’s College, 
Cambridge. 
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America’s Capital Requirements: Estimates for 1946-60. By 
Rospert W. HartTiey, ELEANOR WOLFKIND, MAYNARD 
Hurscumipt and Sipngey JAFFE. (New York: Twentieth 
Century Fund, 1950. Pp. 224.) 


Tuis volume represents the result of an ambitious and worth- 
while project. It has involved very considerable research. The 
authors have gathered together and analysed statistical series 
covering the period 1920-40 showing capital outlays in no less 
than twenty-eight separate sectors of the U.S. economy, and they 
have provided projections of future “‘ requirements ”’ in each of 
these sectors. The forward estimates are as far as possible 
divided between new investment, replacement and_ backlog, 
and they are governed by a set of controlling macro-economic 
assumptions taken from America’s Needs and Resources (Twentieth 
Century Fund, 1947). Such an assembly of data is in itself a 
valuable contribution to future work in the field. 

It is therefore unfortunate that the theoretical basis for the 
projections must be described as weak in nearly every aspect. 
The underlying difficulty is the authors’ concept of a “ require- 
ment.” There is no confusion: the error is expounded quite 
explicitly in the Introduction (page 5), and the relevant passage 
should be quoted : 

“A primary purpose of these studies is to indicate, 
within a given framework of assumptions regarding the 
controlling economic conditions, the probable maximum 
future outlays for capital goods over the 15 year period. 
For this reason the concept of requirements considered in 
these estimates is necessarily a composite of both the future 
needs and the future demands for these goods.”’ (Authors’ 
italics.) 

Now, apart from the ambiguity of the phrase “ probable 
maximum,” it is fair to say that a “ mixed ”’ concept of this type 
may be employed, with great caution, for analysis of certain 
problems of a dirigiste economy such as that of the United King- 
dom. It might also be applied in the United States if the “needs ” 
criterion were retained exclusively for considering government- 
financed investment and the “demand ”’ concept for all other. 
In which case one could very reasonably argue that accepted 
social standards of need represent a good first approximation to 
the “effective demands” of government. The authors do in 
fact develop an argument of this type later in the same section, 
but they do not, as will be seen, apply it. Nor is there any 
inherent objection to a set of estimates based solely on “ need” 
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or solely on forecast demand. Of particular value, especially in 
the United States context, would be a “ confrontation ”’ of the 
two types of estimates. If the total of the forecast of demands 
suggested a danger of Stagnation (the authors state that they hope 
to throw light on this controversy) the “‘ needs ”’ estimates would 
provide the basis for forming a view as to whether governmental 
remedies should mainly take the form of stimulating investment 
or stimulating consumption, and vice versa if there appeared 
danger of chronic inflation. 

But it is obviously hopeless if the two criteria (“‘needs”’ and 
“demands ”’) are mixed within the individual estimates. This, 
however, has been done in a number of cases, and two important 
examples—housing and plant and equipment—may be discussed. 

The projection of non-farm housing sets out with the assumptions 
that everyone who wants a separate home will have one, that there 
will exist an adequate vacancy ratio to allow for mobility, that all 
homes will have bathrooms and w.c.s and that all houses over 
sixty years old will be pulled down—apparently a “needs” 
concept of a type very familiar to United Kingdom readers. 
But no. For it is also assumed that the rate of “ undoubling ”’ 
(groups of families ceasing to live in the same home) will be deter- 
mined by economic conditions—clearly a “demand” concept. 
Even this point is not very clear: it appears to be assumed that 
the national income will be so high, and rents so low, that the only 
families remaining doubled up will be those who do so from choice ; 
but no evidence is produced that the level of real income being 
assumed would in fact generate this level of demand for housing. 

The 1960 requirements for manufacturing plant and equip- 
ment were found by inserting previously assumed values for the 
variates in an equation which, effectively, takes the form, 
C =(a+ bY)EH, where C is annual capital outlay in 1960, 
Y is national product, H is manufacturing employment and H 
average weekly hours, in the same year. a and 6 are parameters 
whose values were derived by simple correlation of the pre-war 
time-series. The economic justification for the formulation is 
stated to be that the requirement for industrial facilities could be 
assumed to ‘‘ vary directly as the use of those facilities for produc- 
tion purposes varies.” (Also offered is the evidence of a high 
correlation coefficient.) Now, is this intended to mean that wear 
and tear varies not only with output but also with human effort 
exerted in obtaining that output, and that wear and tear in year 
« somehow significantly affects investment in year x? Or does 
it mean that when output and employment are high more capital 
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is needed to support that output? Or does it mean merely that 
in a year when national income end employment and average 
hours are high one would not be surprised to find investment 
high? Note that only the last represents a “‘ demand ” concept 
and, apart from the well-known theoretical traps in this kind of 
time-series analysis, surely an equation derived from a series 
containing a major trade cycle would be most unsuitable for 
projection into a period where continuous full employment is 
assumed? In any case, given the basic idea, the inevitable 
high correlation between employment and output suggests that 
the proper approach would have been to express investment as a 
linear function of output and, separately, of productivity and then 
to apply multiple correlation or perhaps confluence analysis. 
A moment’s thought will show that the authors’ formulation has 
some very odd implications. If, for instance, productivity were 
rising but hours of work falling at about the same rate—capital 
“‘ requirements ” could only be falling ! 

But despite its weaknesses this remains a very useful volume, 
and it contains all necessary material for more scientific forecasts 
and econometric analysis of cognate problems. Trade-cycle 
theorists, economic historians and students of planning will find it 
invaluable. The tabular presentation is excellent, as is also a 


good deal of the preparatory analysis; for instance, in the chapter 
on housing there is an exemplary examination of the relation 


6“ 


between “‘ census ” and “ social ”’ families. 

There are indications that the authors spent too much time 
obtaining the basic data and too little on “writing up” and 
analysis. Also at times the latter appears rather divorced from 
the former. (For instance, on page 83 it is asserted that in 4 
recession governments always cut first programmes for construc- 
tion of public building, in favour of essential projects such as 
sewage and education. Yet if anything the figures show the 
opposite.) The work was started in 1942 and published in 1950; 
and all the projections are given in 1940 prices. If the authors 
would now revise their projections on a more scientific basis—- 
and they are right in claiming they have arranged the work in 4 
form which facilitates revision—they would do much better 
justice to their basic research. 

Rosin Magris 

London. 
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Wealth and Income: an Analysis of the Economic and Financial 
Systems of Australia and Great Britain. By Brian Trew. 
(Melbourne University Press, 1950. Pp. ix + 307. Price 
218.). 


Amonce the large number of recent text-books on what is now 
dubbed “‘ macro-economics,” it is a pleasure to welcome a study 
of the economic systems of Great Britain and Australia which is 
at once intellectually stimulating and yet simple and clear in its 
treatment of the difficult problem of relating theory to actual 
conditions. Yet, in the reviewer’s opinion, Professor Tew has 
mistaken the standard he has adopted and the origins of his 
approach. “No prior knowledge of economics is expected of the 
reader ”’ (Preface, p. v). This pre-supposes rather too much of 
the intelligence and industry of all but the most accomplished of 
undergraduates. ‘“‘I believe that this book is to a considerable 
extent unorthodox in its arrangement and exposition ”’ (p. vi). 
Unorthodox it may be in its extensive use of the balance-sheet 
approach to the study of economic relationships, but surely this 
technique has its origins in much earlier writing than Dr. Hicks’s 
article in Economica of 1935. It is found in a developed form in 
Irving Fisher’s Nature of Capital and Income published in 1906. 
How clearly Fisher expounds “income summation” in that 
work! It is gratifying to find that the rediscovery of this 
approach, which has been used latterly by such writers as Hicks 
and Schneider and now by Tew, further justifies its use for 
expository purposes. 

Part I of Professor Tew’s book, ‘ Assets and Liabilities ”’ 
(pp. 1-126), starts with the income and capital accounts of the 
individual and the manufacturing concern, and gradually intro- 
duces the reader to the more complicated balance sheets of the 
commercial banks and finally the monetary authorities as a whole. 
This leads naturally to the terms of borrowing and lending, and 
thus to a discussion of the rate (or rather rates) of interest. This 
is the most original part of the book. Having analysed in detail 
the types of obligations which individuals, firms and banks hold, 
the relations between the various rates can be discussed in terms 
of the motives for the holding of these different types of obligations 
according to the psychological propensities of the holder. 

Professor Tew’s distinction between the “income cautious ”’ 
and “‘ capital cautious ’’ investor may be a little trite, but it aids 
his analysis considerably. It enables him to catalogue the main 
influences affecting the liquidity preference schedule in such a 
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way as to justify its shape more conclusively than is often done, 
The bond rate of interest is then shown as being determined by 
the intersection of the liquidity preference schedule and the supply 
curve of liquidity. The latter is drawn as a perfectly elastic curve 
at that rate of interest which the monetary authorities wish to 
maintain. However, if the monetary authorities are not prepared 
to maintain the rate irrespective of the amount of money in cir- 
culation, then at some point the curve must rise (Professor Tew 
makes it right-angled). This is a useful diagram to illustrate the 
effects of a cheap money policy but perhaps Professor Tew places 
too much emphasis upon the part played by monetary techniques 
in determining the bond rate and not enough on the effects of 
budgetary policy and the support given to the market, not by 
banks, but by public departments. (It is interesting to note that 
the balance-sheet technique has been used to illustrate the in- 
fluence of departments on this process in the third edition of 
Professor Sayers’ Modern Banking.) Furthermore, perhaps Pro- 
fessor Tew rather over-stresses the extent to which these various 
techniques can stabilise the bond rate without involving con- 
siderable credit expansion. Here a discussion of the failure of 
Dalton to maintain 24° would have been most useful. With the 
rapid fall in Consols from 1947 onwards it cannot seriously be 
maintained that “an upward shift in the liquidity preference 
schedule is nowadays unlikely to have much effect on the bond 
rate, owing to the shape of the liquidity supply schedule ”’ (p. 
116). 

Part II, “‘ Income and Expenditure”’ (pp. 129-234), considers 
the theory of income determination. A pre-requisite of this 
study for the beginner is a knowledge of national-income con- 
cepts. Unfortunately, this is not possible to convey in a few 
pages, and Professor Tew overtaxes the student in his introductory 
chapter. It cannot be obvious to a beginner that indirect 
taxation is part of Home-Produced National Income, as stated 
on the first page of this part. To detect the sources of income- 
generating expenditure, it is probably better to proceed by stages, 
beginning from the simple Kreislauf, and then to introduce the 
complications of government and foreign trade. Perhaps this 
can best be done in condensed form by diagrams rather than by 
balance sheets, but in either case sixteen pages is hardly enough. 
Once the student has supplemented this chapter with some further 
reading, the rest of this part should fall into place. The theory 
of the multiplier and of inflation analysed in macro-economic 
terms are very well presented. 
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Part III, ‘“‘ Overseas Receipts and Payments”’ (pp. 237-304), 
is a happy combination of the techniques used in Part I and the 
analysis of Part II. The balance sheet helps to explain the 
mechanism of international payments and the theory of income 
determination the changes in the balance of payments. In a 
final chapter on international standards, the gold standard is 
properly put in its place beside discussion of the Sterling Area 
and Bretton Woods, and thus the earlier exposition of exchange 
rates is not complicated by historical digression. 

This review has been largely devoted to criticism of this work, 
but this is because it deserves the closest attention. It is a text- 
book thoroughly to be recommended. 

Atan T. PEAcooK 

London School of Economics. 


The Value of Money. By Tsarpus GReEIDANus. (London: 
Staples Press. Second Edition, 1950. Pp. vii + 394. 21s.) 


THE present publication is a second edition of a work first 
presented in 1932. There are a number of reasons for bringing 
out a second edition—a persistent clamour for a worthwhile 
book long out of print, the opportunity a new edition provides for 
eliminating old errors, and removing ambiguities from the 
argument, and the chance of incorporating such new thoughts on 
the subject as might have occurred to the author in the intervening 
years. None of these appears to be the justification for this 
second edition. Mr. Greidanus would appear to be one of those 
persons whom one cannot help but admire for his determination 
to grapple with a problem, but who nevertheless leaves us un- 
impressed with the result. 

This book is divided into two parts. The first is concerned 
with a critical review of various monetary theories from Xenophon 
and Aristotle to Keynes, whose contributions in the T'reatise and 
the General Theory are described as “ two theories of business 
cycles ”—in relation to the problem of the value of money. In 
your reviewer’s opinion, they are nothing of the sort, though 
parts of the Keynesian analysis have, of course, been incorporated 
in syntheses of business-cycle theory. In his section on the 
General Theory, Mr. Greidanus complains that Keynes has used 
ideas put forward in the first edition of the present work, but “ he 
uses them to explain the rate of interest, while I use them in a 
different way to explain the value of money. . . . In short, my 
yield theory starts with the quantity of money and the yield of 
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liquidity compared with the rate of interest in order to discover 
the value of money; while Keynes starts with the quantity of 
money and the desire for liquidity in order to arrive at the rate 
of interest. . . .” Mr. Greidanus believes that ‘‘ Keynes’s theory 
of interest is untenable. And since his views on money are 
narrowly connected with it, these, too, cannot lead us any fur- 
ther.”” The book abounds with dogmatic statements of this kind, 
unsupported by adequate critical analysis. 

Mr. Greidanus’s own “ yield theory of the value of money ” is 
developed in the second part of the book and, following his 
treatment of earlier writers on the subject, one is led to expect a 
major contribution. These expectations are disappointed. Ina 
rather roundabout way, the author seems to be searching for the 
factors which give money its utility. He argues initially by way 
of analogy. Stocks of money, like stocks of goods, provide 
their holders with a similar convenience. “In reality, however, 
the utility that stocks offer to the public is just as much a factor 
as the utility of the consumption itself, for though ultimately 
consumption is the final goal, it is also of the greatest importance 
to be able to obtain the goods in the easiest way possible, as soon 
as we require them.” The author then discusses the “ value” 
of money for various purposes—the stocks of money held by 
traders and consumers, its value for the purposes of discharging 
debts, and “‘ the factor of the prospective possibilities.”” Stability 
in the value of money is important, because “‘ the possession of 
money is attended with a certain risk.”” We are then told that 
“owing to frictional resistances ... part of the medium of 
exchange is not usefully employed in furnishing the holder with 
the convenience of being able, at any moment, to buy whatever 
he wishes, but remains inactive, for let us say technical reasons ” 
(unspecified). Finally, we must consider the “ marketability of 
other commodities and of securities,” since this factor “ co- 
operates in determining the profit which the readily marketable 
intermediate good is able to yield, the degree of marketability of 
other commodities determines the necessity of the use of the 
medium of exchange.’ In Mr. Greidanus’s words, the utility of 
money is not to be found exclusively in buying, but principally in 
allowing the opportunity to buy on some favourable occasion, and 
there appears to be an appreciation that the utility of money is 
derived from its being a generalised command over other goods 
and services. In an imperfect way, he seems to be searching for 
much the same motives for holding money as were Keynes, Hicks 
and others. Basically, I suppose, the “‘ yield ” theory is a supply- 
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and-demand theory with most of the emphasis on the demand 
side, but it fails to add clarity to the discussion. We might 
contrast the} present analysisfwith the sanity of J. R. Hicks’s 
« Suggestion for Simplifying the Theory of Money ” in Economica, 
1935. Mr. Greidanus makes no reference to this article in his 
survey of the literature. 
J. 8. G. Witson 
London School of Economics. 


Rechtsstaat und Wéhrung. By Rupotr Kava. (Stuttgart und 
Koln: W. Kohlhammer, 1949. Pp. 94. DM. 4-50.) 


Ir is not easy to say something new in a short but exhaustive 
treatise on money. Yet Professor Kaulla has managed to inter- 
sperse quite a number of provocative notions in Rechtsstaat und 
Wahrung. Professor Kaulla, now retired, was a lawyer, a member 
of a well-known international house of issue and a professor at 
the Technische Hochschule in Stuttgart. Being a modest member 
of a fraternity which has never over-emphasised this virtue, his 
thoughtful but usually rather too compact books rarely received 
the recognition they merited. The word “ Rechtsstaat ” might 
be rendered as ‘“‘ Just State’; it implies a supreme authority, 
bound by the very laws which it itself has made, but which it 
cannot arbitrarily abrogate. It is not the omnipotent State, 
which can do no wrong, but the just State which must do no 
wrong. The very title indicates Kaulla’s opposition to Knapp’s 
State Theory of Money, which provided the totalitarian back- 
ground of Keynes’s monetary theories. Kaulla is not a metallist. 
Modern money to him is mainly credit money, which has no 
physical value of itsown. Its intrinsic value is due to its capacity 
for clearing, settling, compensating and acquiring claims. It is 
this purchasing power which gives it intrinsic value, or rather 
represents it; for to Kaulla, value and purchasing power are to a 
very large degree synonymous. His analysis of purchasing 
power as the measure of value deserves consideration. In the last 
resort the value of money is determined by society, whose mem- 
bers accept the monetary tokens embodying purchasing power. 
The “‘ Just State ” is the main factor of monetary stability. The 
repudiation of the gold standard has changed the role of gold coins, 
but not of gold. Its present relative scarcity is partly due to 
insecurity; in a stable world balances of payments would be 
easily equilibrised, and there would be no need for large national 
gold reserves. 
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Dr. Kaulla makes an interesting suggestion explaining the 
origin of coinage. The gold—called “electron ’’—found in the 
great commercial centre of Lydia had a strong admixture of silver ; 
it could not be refined. Notwithstanding this admixture, it was 
accepted everywhere because it was “stamped,” this “stamp” 
guaranteeing its acceptability in Lydia, from where it had been 
exported. 

The small book differs greatly from most modern English 
writings on monetary problems; it stresses their legal aspect, and 
in this respect, it reminds one sometimes of Macleod. It would 
be interesting to watch the impact of a translation on British 


readers. 
M. J. Bonn 
London. 


Principles of Finance and Investment. By Lewis G. Wuytes, 
F.F.A. (Cambridge University Press. Vol. I, 1949: Pp. xii 
+192. Vol. II, 1950: Pp. viii + 176, with two charts in 
pocket. 12s. 6d. each volume.) 


Investment Arithmetic. By Maroaret §. Rix. (London: Sir 
Isaac Pitman and Sons, 1951. Pp. x + 155. 15s.) 


In an article in the Financial Times of October 3, 1950, 
Mr. Harold Wincott listed the necessary qualifications for the 
stockbroker of twenty years ago. ‘‘ Stockbroking,” he wrote, 
“was a pushover. You had merely to know economics, statistics, 
accountancy, taxation, political geography, industrial organisation, 
the commodity markets, company law, the theory of interest 
rates, the trade cycle and so on.” To-day he has, in addition, to 
master a host of elaborations and complexities which are the all 
too legitimate offspring of controlled economies and managed 
currencies, and the article went on to give some striking and by no 
means exaggerated examples of the new factors he has literally 
to reckon with if he wants to become “a real stockbroker and 
not a mere chaser of £3 2s. 6d.” 

It is a merit which both the books under review have in 
common that these complexities are elucidated in straightforward 
terms and in a thoroughly practical manner, by Mr. Whyte for 
the benefit of the actuarial student and by Miss Rix for the pro- 
fessional man, including the “real ’’ stockbroker and his staff, 
whose work brings him, either continuously or upon occasion, into 
direct contact with the investment and security markets. 

Mr. Whyte’s book is a serious and comprehensive survey of 
the whole field covered by his title, and the limitations in its 
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scope and treatment are those which are imposed quite naturally 
by the fact that it was written at the behest of the Councils of the 
Institute of Actuaries and the Faculty of Actuaries to serve as 
a text-book for the financial and investment sections of the 
examination syllabuses. The greater part of the first volume 
consists of an elementary treatise on economics where the clarity 
and accuracy of definition of the basic concepts are wholly appro- 
priate to the purpose for which the book was written, though 
it is occasionally marred by too acute an awareness on the author’s 
part of the changes and developments in progress in the financial 
world as he wrote. This quite minor defect is emphasised by the 
accident of the long interval between the completion of the text 
(the prefaces are dated April and August 1949) and the publica- 
tion of the two volumes (in November 1949 and September 1950 
respectively). For instance, the passages dealing with foreign 
exchanges treat the possibility of sterling devaluation with what 
appears now to be an excess of caution. 

But in problems of investment policy it is all too easy to be 
wise after the event, and Mr. Whyte begins his first and ends his 
second volume with spirited reminders that the suppression of 
his personal opinion is deliberate. At the same time he admits 
that these problems, at least in so far as they demand forecasting 
for their solution, postulate a division of opinion; and he has 
been remarkably successful in framing his descriptive chapters on 
the various security and property markets and the other channels 
open to the private and institutional investor so as to give all the 
prominence to the facts which must be assembled and studied 
before any judgment can qualify as better than a mere hunch. 
The stockbroker, the estate manager and the land agent will also 
find much to restore balance and background to their views after 
periods of preoccupation with the daily routine. Mr. Whyte is at 
his best in the chapters in the second volume, where his first-hand 
familiarity with the management of the funds of a life office 
illuminates his discussion of the concrete problems that arise. 
He is not always so convincing in the theoretical chapters in the 
first volume, and on at least one occasion fails to live up to the 
promise of his preface by quoting a formula for obtaining the 
yield on Victory Bonds in quasi-mathematical symbols which 
have a meaning only for the trained actuary. The confusion in 
this particular instance is aggravated by a misprint which starts 
@ new paragraph in the middle of a sentence. The only really 
serious shortcoming in the book, however, is the absence of an 
index to either volume. 
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Miss Rix has set herself a much less ambitious task than Mr. 
Whyte, and in at least one respect has been more fortunate in her 
timing. Her detailed account of the method of computing tax 
reliefs and yields on dollar securities takes into consideration not 
only the provisions of the U.S.A. and U.K. double-taxation 
convention, but also the dollar exchange rate established since 
sterling devaluation in September 1949. Occasionally the 
obstinate conservatism of British company law or the irregular 
denominations of British currency units defeat her gallant 
attempts at concise exposition and lead her into a verbosity which 
can be positively misleading. Instances are the specimen of the 
income-tax computation for a U.S. dollar dividend (on p. 49), 
where the identity of 15° with 3s. in the £ is obscured and the 
pence column is inaccurate; and on p. 59, in the explanation of 
the arithmetical significance of the London dollar quotation for 
U.S. dollar bonds, the dollar symbol is inserted incorrectly and 
the attempt to make an algebraic formula explicit by incor- 
porating a verbal phrase defeats its own object. But apart from 
a tendency to over-elaborate the details of her illustrations, the 
writer has produced an accurate and reliable guide-book and 
glossary for the use of strangers in Throgmorton Street. The 
chapters on tax-relief on overseas investments, on priority per- 
centages and on reading company balance-sheets are of special 
value in clearing a pathway through conventional and official 
“‘jargonese’”’ to the underlying truths. Mr. Wincott’s “real 
stockbroker ” will, perhaps, have most reason to be grateful to 
Miss Rix, not so much from reading the book himself as from 
encouraging his clients to do so. 

A. J. BEAMISH 


Social Aspects of Enterprise in the Large Corporation. By GrorGE 
B. Hurrr. (Philadelphia, University of Pennsylvania 
Press, 1950. Pp. 137. $2.00.) 


CONSIDERABLE thinking has been going on in America re- 
cently in what may be called the political science of business. 
The growth of the large corporation with its tens of thousands of 
shareholders and its tens of thousands of employees has tended 
to the displacement of speculation about market demand and 
supply (by numerous small entrepreneurs) in favour of observa- 
tion of the actual policy and chain of command within the rela- 
tively few firms. The framework that co-ordinates these obser- 
vations is almost inevitably that which has systematised observa- 
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tion of the government of states: questions of structure, separa- 
tion, delegation and balance of powers and functions, methods of 
appointment (e.g., co-option of directors), sanctions, federal 
(e.g., holding companies) and unitary constitutions. Within the 
complex structure of a corporation or company it is impossible to 
identify any obvious entrepreneur, and this expression, so dear to 
the economist, is best dropped altogether. The top policy and 
the top appointments of the modern large enterprise may be de- 
cided by one or several interests: the shareholders, or a few 
outstanding shareholders; the Board of Directors, or one or a 
few outstanding directors; or by the executive management. 
Mr. Hurff is chiefly concerned in assessing the legitimate functions 
and the relative power actually observed of these several inter- 
ests. His work constitutes a summing-up of recent American 
writing excellently suited to the English reader’s need. The 
leading writers include John C. Baker, Chester I. Barnard, 
A. A. Berle, Arthur Dewing, R. A. Gordon, G. C. Means and 
Beardsley Ruml, and an admirably select list of these and other 
authors’ books and articles is given on pp. 128-33. But Mr. 
Hurff does not just sum up; he has some judicious criticism of 
economists, such as (p. 9) Knight and (pp. 30 and 125) Schum- 
peter, who have noticed the implications of the corporation and 
joint-stock company. For those who have not done so there is 
in this book no point of contact. It is unfortunate that the title 
“Social Aspects of Enterprise ” will give most potential English 
readers the impression that this work deals mainly with eternal 
(and possibly rather boring) verities about the social and moral 
duties of business enterprise to workers and consumers. Two 
chapters—IV “Human Relations in Corporate Enterprise ” 
and VI “ The Position of Directors: Attorneys for Stockholders 
or Trustees for the Institution ”—touch on these duties, but 
only after the industrial background has been realistically painted 
in the manner of Elton Mayo. In these chapters, as throughout 
the book, we get to grips with real situations and problems in the 
government and (p. 60) “ rule-making ” of large-scale industrial 
institutions. Barnard’s definition of authority, for instance, is 
accepted (p. 63) as “‘ the character of a communication in a formal 
organisation by virtue of which it is accepted by a contributor to, 
or member of, the organisation as governing the action he con- 
tributes.” If economics deals with demand and supply, the 
political science of industry would seem to deal with command 
and reply. 

It is evident that in America the shareholders as a whole are 
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as apathetic and impotent as in England. But unlike the 
apparent English situation, the American top “executives ” 
prevail over the directors; they are normally on the Board and 
dominate any other directors that may have been appointed. 
The transplanting of the British practice of ‘‘ professional direc- 
tors’ to the American scene, “ grafted with a new element of 
responsibility,’ has, we are told (p. 108), “ aroused considerable 
interest and comment.” Certainly there is nothing like the 
monarchical power of the President of an American Corporation 
in the British company, but whether the British board of directors 
form an oligarchy, or whether there are usually a few large share- 
holders dominating plutocratically behind the Board room, 
cannot be stated without further research. The precise seat of 
real power is important, since high policy, such as the proportion 
of profits to reinvest, may depend upon it. Mr. Hurff points out 
(pp. 90-2) that power to the management probably means too 
much reinvestment as against issue in the money market, which 
“‘ stands as a well-established instrument for the capital require- 
ments of expansion.” , 


*“* The executive members of the board, the inside directors, 
will ordinarily conceive, develop, and formulate expansion 
projects. In the course of such gestation, a complex of 
personal motives and personal identification inevitably 
becomes interwoven with the project. This must cloud and 
subordinate an objective ‘ profits’ basis of judgment. The 
cravings for distinction and business prestige are wrapped 
up with growth, since the internal incentives and rewards 
of the organisation are increased with size. These also 
include the motive to enlarge the rewards and satisfactions 
available to subordinates which may spring purely from 
devotion to their interests or be mingled with the enjoyment 
of power to bestow benefits. Aside from increased intangible 
rewards, growth in size may lead to larger compensation both 
for general executives and subordinates. Few of us indeed 
can discriminate among our brain children as well as an 
outsider.” 


Clearly, the psychology of empire building, patronage and 
loyalty must temper that of economic man in a study of economic 
behaviour, and Mr. Hurff is to be congratulated on the wide 
horizons he opens up in this useful introduction to a new discipline. 

P. SARGANT FLORENCE 


University of Birmingham. 
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Structure of Cotton-Mill Industry of India. By M. M. Menta. 
(Allahabad : Central Book Depot, 1949. Pp. 327. Rs. 12. 
8s.) 

Tus “‘ Study in the Size and Location of Industrial Units,” 
to quote its sub-title, proceeds to conclusions on relative effi- 
ciency from a basis of recorded fact. Indeed, in the course of 
the study the opposite approach, through arguments about the 
optimum size for separate functions such as management, finance 
or technique, is criticised as unrealistic (p. 203) “ because in 
practice there hardly exists any method by which these differing 
optima can be quantitatively measured.” The facts Dr. Mehta 
cites as indices of efficiency include profit rates, costs and the 
growth of mills (or is it companies ?) of varying size. 

From profit and loss accounts of a high proportion of companies 
the author tabulates rates of dividend on the equity, and rates of 
profit on a variety of measures of the capital involved, according 
to five classes of millsizes. For all these rates a clear trend appears 
for the larger sizes to be on average the more profitable, though 
it must be said that only in the second and third size-group is 
the number of mills sufficient really to justify an average. It 
also appears (and here there are plenty of cases) that the average 
size of mill has grown considerably between 1905 and 1944, 
workers, for instance, increasing per mill by 77% in Bombay. 
The inference from the higher profitability and growth of the 
larger mills Dr. Mehtu then proceeds to explain by recourse to 
an analysis of costs. A summary table (p. 181) shows on average 
a lower percentage of total sales spent on raw materials, fuel, 
stores and interest in the larger mills; but the detailed table 
(p. 182) discloses wide variation from mill to mill within the same 
size-class, and the author does not attempt a measure of the 
significance of his averages. 

Interpreting his statistical trends by the light of manufac- 
turers’ views, the difficulties of large-scale management do not 
to the author appear to impose any insuperable limit to size, 
though he is familiar with economists’ obiter dicta on this head. 
The positive reasons for the apparently greater efficiency of larger 
sizes are summed up (pp. 184 ff.) as economies of bulk dealing in 
raw material and of its storage and administration, economies of 
supervision, of power and of the spread of overheads generally. 
Where spinning, as in most Indian mills, is integrated with weav- 
ing, Dr. Mehta also shows that a certain number of spindles 
is required to balance up the looms—40 to 1 was the ratio kept up 
fairly constantly in Ahmedabad throughout 1921-44. 
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The second part of the book is devoted to location, perhaps 
(since location patterns are not related to size of plants) too 
exclusively devoted to it. A noble attempt is made (pp. 292, 
296) to tackle the crux of the economic problem by relating the 
several locations of the Indian cotton industry to their payment 
of dividend and the different types of cost. But Dr. Mehta does 
not forget social considerations and plumps for planning (p. 304) 
towards the ideal of an even distribution of industry. But dis- 
persion seems even socially unnecessary unless, as in our own 
development areas, the localised industry is declining or subject 
to cyclical depression. On the explanation of causes of local- 
isation, rather than in the policy he advocates, Dr. Mehta is, 
however, perfectly right in holding (p. 230) that an inductive 
approach through measures of the facts is “not contradictory 
but complementary ” with theories such as Weber’s. ‘ Induc- 
tive method ” as he says “ furnishes us with a valuable technique 
to ascertain and verify the accuracy of . . . theoretical conclusions.” 

This book is much to be praised for the details given for each 
mill or company which allow the significance of averages to be 
checked. It is an admirable essay in the inductive approach 
using a variety of alternative indices (e.g., measures of profit 
rates) where any one index is subject to some error, in order to 
test theories as working hypotheses. We can only hope that 
more such monographs will be published of other industries and 
in other countries besides India. 

P. SarGant FLORENCE 
University of Birmingham. 


Principles of Market Research. By A. H.R. Drtens. (London: 
Crosby Lockwood & Son, Ltd., 1950. Pp. 254. 15s.) 


Since the end of the war there has been a considerable increase 
in the use of market research by British industry. Those who 
earn their living planning and executing such research have 
barely been able to keep pace with demand, and their efforts to 
increase the number of their lieutenants have been handicapped, 
in part, by the fact that in the past no British university or tech- 
nical college provided a relevant training, and, in part, by the 
absence of suitable text-books published in this country. The 
former gap has still not been filled, but Mr. Delens has attempted 
to make good the latter deficiency. His offering is described 
on the jacket as “ the first book published in Great Britain dealing 
with modern practice and conditions.” 
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It is a pity that Mr. Delens has handicapped himself by attempt- 
ing to address himself simultaneously to two separate audiences 
—the practising manager, who from time to time commissions 
market-research studies, and the young student sitting for the 
examinations of the Incorporated Sales Managers’ Association. 
The result is a mixture which includes a plentiful supply of the 
sort of platitudes normally reserved for after-lunch speeches to 
business-men and earnest explanations of how an arithmetic 
average is calculated or the meaning of the phrase ad hoc. 

Unfortunately for the systematic and plodding reader, the 
book starts with the platitudes and tautologies. The early 
chapters are spiattered with them: ‘Production should be 
rationalised so as to meet the needs of consumers as efficiently 
and as economically as possible ”’ (p. 14). “‘ The value of market 
research depends on the scientific collection, analysis and inter- 
pretation of facts. Inaccuracy in any one of these operations 
can but lead to misleading conclusions” (p. 15). “ Poorly 
trained or ill-equipped persons can be extremely dangerous and 
may produce unsatisfactory and even costly results” (p. 19). 
“The use to which market research can be put by a manufacturer 
as regards advertising will naturally depend on the extent to 
which he advertises ” (p. 27). ‘‘ If the marketing of a product is 
to be successful, that product must give value in use” (p. 31). 
And so on. 

These chapters, in spite of their prolixity, fail to explain how 
market research has been developed as a means of helping the 
producer to reduce his risks in an economy where production takes 
place in anticipation of consumer buying and where the consumer 
is free to spend his money as he will. 

For the student, as distinct from the managing director, the 
main value of the book starts on p. 120. From that point on the 
author deals, at a simple level, with the problems of drafting a 
questionnaire, the training and supervision of interviewers, the 
tabulation of completed forms, the analysis of the material, and 
the interpretation and presentation of the findings. This is fol- 
lowed by two catch-all chapters which discuss, at the same 
standard, inquiries by mail and telephone, depth interviewing, 
consumer panels, audits of retailers’ sales, the use by manufac- 
turers of “ laboratory ” shops and product testing. The appen- 
dices include a ‘‘ Glossary of Terms ”’ which defines such allegedly 
technical terms as ad hoc, advertising, average, conclusions, data, 
money income, objective, raw data. 

Four chapters in the middle of the book are devoied to 
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sampling. For the sort of student Mr. Delens presumably had 
in mind when compiling his glossary this is undoubtedly a difficult 
subject and might, from his point of view, have come better at 
the end of the book. In any case, the treatment varies from 
laborious examples about average heights to a comparatively 
difficult (but equally irrelevant) account of how to calculate 
standard deviations. 

Perhaps the most disappointing characteristic of the book is 
that the author’s sentiments and descriptions seem to lack the 
pungency of reality. On occasion, his obiter dicta have little 
resemblance to every-day working experience and practice. For 
example (p. 28): “By survey methods, it is comparatively 
simple to test the effectiveness of particular advertisements by 
measuring the reactions of consumers to them, the extent to 
which they are noticed and remembered and their influence on 
purchases.”’ Fame and fortune await the man who discovers 
even a difficult way of doing this. Again, a section on statistical 
sources calls attention to the Aslib Guides, to the Statist, to 
the Registrar-General’s returns of births and deaths, etc., but 
makes no mention of the Monthly Digest of Statistics—surely the 
most frequently consulted statistical publication in most market- 
research offices. Again, (p. 56) “It is a fundamental principle 
of market research that people should not be asked questions to 
which they do not know the answers.” On the contrary, it is on 
occasion most important that the manufacturer should uncover 
areas of ignorance and error by asking precisely such questions. 
Again, (p. 56) “‘ Market research is only concerned with the past 
and the present.” If that were so it would be of little interest or 
value to industry ; its essential concern is with the future. Again, 
(p. 63) “ Single surveys are not so accurate as continuous research 
in giving a quantitative analysis of the market ; they are, however, 
more useful in giving a qualitative analysis.’’ This seems outside 
any reasonable comment. 

To take one or two more examples, (p. 85) ‘In market 
research (in presenting percentage findings) it is usual to use 
three standard deviations.” It is to be doubted if “ it is usual ” 
to use even one. And for the very good reason that most market 
research is based not on pvobability sampling but on quota 
sampling; probability measures cannot be applied to a sampling 
method where informants are chosen on the judgment of an inter- 
viewer who has been instructed to pick representatives of various 
types. This point has escaped Mr. Delens, and indeed, in spite 
of his four chapters on the subject, sampling seems to have caused 
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him some difficulty. Again (p. 112), “In a market research 
agency there will normally be maps of various areas already 
divided into primary units (for area sampling).” It is to be 
doubted if there is one in the whole country. 

The publisher’s claim on the jacket may well be true, but 
serious students of market research will probably prefer to make 
do with one or other of the excellent American text-books which 


are available. 
Mark ABRAMS 


London. 


The Social and Economic Development of Crewe, 1780-1923. By 
W. H. Caatoner. (Manchester University Press, 1950. 
Pp. xx + 326. 30s.) 


In this extremely interesting book Dr. Chaloner succeeds both 
in writing a pioneer study of the development of a highly distinc- 
tive English community and in making an important contribution 
to recent social and economic history as a whole. 

Crewe was a specialised product of the railway age. As early 
as 1850 a visitor noted that “‘ nobody seemed to think of going 
beyond the station.” In the subsequent century few travellers 
have penetrated any farther. Yet it was not until 1936 that the 
station was incorporated in the borough area, which had grown 
up round the engine-sheds to the west. By that time the railway 
had established and had long begun to relax its hold on the town. 

The history of a railway town reflects many central features 
of the development of the British economy. Dr. Chaloner briefly 
examines the impact of industrial fluctuations on local employ- 
ment and output: he also considers the reasons why Crewe was 
late in attracting secondary industries, even when local opinion 
demanded them. It is indeed in his account of the inter-pene- 
tration of railway interests and local opinion that Dr. Chaloner 
makes his most original contribution to social history. 

At first the Grand Junction Board had to organise the trans- 
formation of an agricultural district into an industrial centre and 
to manage a new community with a new name, Crewe. The 
management was paternalistic and by no means entirely pre- 
occupied with economic considerations: ‘‘even a railway com- 
pany has bowels of compassion, although they are not on public 
exhibition.”” The company had to extend its responsibilities from 
industry to workers’ welfare and local government. It took the 
principal part in laying out the streets of Crewe, supplying gas 
and water, building houses, a church, schools and a town hall. 
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Such obligations were accepted from the start. As the Chairman 
of the Directors told the guests at the dinner and ball in 1843, 
given to celebrate the opening of the works, 


“the men around him had, no doubt, by coming there, dis- 
severed many ties of kindred and affection, and deprived 
themselves of many of the enjoyments of populous localities; 
but . . . he and his brother directors were anxious to make 
them as comfortable as lay within their power.” 


It proved impossible to build “‘ a company town ”’ on the basis 
of generally accepted paternalism, particularly after the incor- 
poration of Crewe in 1877. Officials of the company had played 
a negative part in the struggle for incorporation, but stirred into 
action by the powerful personality of F. W. Webb, the Chief 
Engineer, they made a whole-hearted attempt to construct a 
political machine to control the new Council. The result was a 
fierce political clash between railway men and local liberals and 
radicals. Crewe became notorious for its naked intimidation and 
victimisation, what Gladstone himself suggested was “‘ a shameful 
malversation in a public trust.” At first victory seemed to be 
in the hands of the Locomotive Department, accused by its 
opponents of manufacturing both locomotives and tories, but by 
1891 the attempt to control local life had come to appear too 
much like a dictatorship to survive. Relations were adjusted 
within a new framework, and “ normal ” forces in English politics 
and administration began to operate locally—the rise of a Labour 
Party, the numerical and qualitative decay of Nonconformity and 
the evolution of a skilled and specialised local-government 
machine. Even then the railway company continued to play a 
special part in the life of the town: it was far more than merely 
the largest ratepayer. 

Dr. Chaloner is very successful in relating local material to 
national problems. In consequence, his book raises many 
interesting questions, some of them of great importance—the 
“ feudal ”’ qualities of early Victorian industry and how far they 
were widespread; the variations in working-class housing con- 
ditions in English towns; the role of Local Boards as active agents 
in the movement towards “ good government” and borough 
status; and local fluctuations in employment and prices. Many 
of these and other problems can be examined satisfactorily only 
if full studies of other towns are also made. As Dr. Chaloner 
shows, much local material is available, particularly in the Press, 
for those who are prepared to work hard to find and to use it. It 
is unfortunate that the tendency to over-generalise about the 
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nineteenth century still persists. Dr. Chaloner reveals by im- 
plication many of the weaknesses in accepted interpretations, 
which are still being refurbished in text-books and “ introductory ” 
histories, but he also points to new interpretations, which will be 
more safely grounded in fact. Even for those who have never 
travelled through Crewe, he presents a convincing picture in 
miniature of the operation of economic forces in nineteenth- 
century England and their impact upon politics and adminis- 


tration. 
Asa Briaes 


Worcester College, 
Oxford. 


British Canals, an illustrated history. By CuarLes HADFIELD. 
(London: Phoenix House, 1950. Pp. 259. 16s.) 


Mr. HADFIELD has produced an original (though not, as his 
publishers claim, the first) history of British canals. As one of 
the founders of the Inland Waterways Association, he writes with 
knowledge and feeling. But at no point does his enthusiasm for 
his subject degenerate into sentimentality, and his account of the 
treatment of canals by the railway proprietors of the eighteen- 
forties and the British Transport Commission of 1948 is as objec- 
tive as the most austere of historians could wish. The book is 
admirably turned out: it contains eight plates, forty-four other 
well-chosen illustrations and seventeen maps. In appearance, as 
well as in substance, it is workman-like and satisfying. 

Technically, the canal is the child of the improved river. 
Many schemes for deepening and straightening the natural water- 
ways were authorised in 1662-65, 1697-1700 and 1718-20; and 
a similar concentration of canal Acts appeared in 1766-72 and 
1789-94. Mr. Hadfield points out that each of these bursts of 
promotion followed, more or less closely, the cessation of a period 
of warfare : if he had pushed his investigations a little deeper he 
might have noticed that the timing was associated also with 
downward movements of the long-term rate of interest. In some 
of the booms speculative dealings in shares led to crises. But, as 
with the railways after 1847, the need to complete projects on 
which work had begun in the boom did something to mitigate 
the depression that followed; and after 1817 canal construction 
was used deliberately as a means of relieving cyclical unemploy- 
ment. Mr. Hadfield has pointed to a field that might well engage 
the attention of students of industrial fluctuations and of social 


policy. 
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Much light is thrown on matters of finance. Unlike the river 
improvements, which were carried through by individuals or 
boards of trustees, the canals were generally the product of joint- 
stock enterprise. Shareholders often received the legal maximum 
rate of interest from the date of subscription till the completion 
of the work, after which the dividend, if any, varied with the 
success of the undertaking. But, since the early engineers seem 
to have grossly under-estimated costs, most of the companies 
were forced to raise further funds by mortgages on the property 
or by the issue of bonds or notes. Such titles to income were 
bought and sold, either by advertisement in newspapers or by 
public auction in the coffee-houses of London or Bristol; and in 
this way the canals played an important part in developing a 
market for capital. From very early times it was recognised that 
inland waterways were affected with a public interest. Many of 
the river and canal Acts provided that material for the upkeep of 
the roads, lime and manure for the land, and troops and their 
equipment should be carried free of tolls. Maximum rates were 
prescribed for each class of traffic; profits were often regulated; 
and it was sometimes enacted that any excess earnings should go 
to the upkeep of highways or the relief of the poor. Both the 
modern joint-stock company and the modern statutory corpora- 
tion owe much to the experiments of projectors and legislators 
in the canal era. 

Something is said of the structure of the undertakings which 
—with their general meetings, executive and local committees, 
consultant and resident engineers, and their chain of contractors 
—foreshadowed the railway organisations. But unfortunately 
the author is able to tell us little of the men who, with pick and 
spade, dug the new waterways, acquired the skill that distin- 
guished them from mere labourers, and added the word “ navvy ” 
to the language. Nor has he much to say of the early bargees, 
whose own rich vocabulary has contributed not a little to English 
invective. The British Transport Commission made a bad start 
when it proposed to substitute a dull uniformity for the colourful 
variety of make-up of the barges. But it now shows signs of 
being not wholly insensitive to tradition. It is possible that the 
Historical Relics Section, the institution of which was recently 
announced, may bring to light wages-books and other documents 
that have, so far, evaded the vigilance of Mr. Hadfield. 

T. 8S. AsHTon 
The London School of Economics. 
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The Industrial Development of South Wales 1750-1850. By"A. H. 
Joun. (University of Wales Press, 1950. Pp. x + 201. 
12s, 6.) 


‘Tus book fills an important gap in our knowledge of the early 
industrial development of South Wales. It is very much to be 
hoped that the author will find time to continue his researches into 
the period after 1850, of which our knowledge is only slightly less 
sketchy. The present work is based almost entirely on docu- 
mentary material, extensive use having been made of estate 
records, family papers and business documents as well as better 
known Parliamentary papers and newspaper sources. In the 
absence of complete records Dr. John has obviously felt that it 
was better to allow the facts to speak for themselves rather than 
to risk crude and possibly misleading generalisations. There 
can be no doubt of his wisdom in taking this course. Much more 
work will need to be done before an attractive and authoritative 
economic history of South Wales since 1750 can be written. This 
essay, as the author describes it, is essentially a preliminary piece 
of research, and its appeal will be to the serious student of the 
subject rather than the general reader. 

After an introductory survey of the state of South Wales prior 
to 1750, the book deals successively with the financing of industry ; 
the sources of labour supply, working conditions and industrial 
relations; markets; the technique of production; and finally 
makes a general survey of the period. One of its most attractive 
features (to the present writer) is the way in which it attempts to 
answer the sort of questions which interest economists and not 
only those which interest social historians. In this one is inclined 
to detect the influence of the late Sir John Clapham, under whose 
guidance the first draft was prepared. It is, for example, par- 
ticularly refreshing to have our attention called to the predomin- 
ance of semi-permanent loan capital in the early phases of in- 
dustrial development and to have the effects of this upon the 
forms of organisation, the scale of enterprise and the marketing of 
the product so carefully noted. It is impossible within the limits 
of a short review to mention all the points of interest in this study. 
Dr. John produces some interesting evidence of the early emer- 
gence of cartel practices, and we learn incidentally that the prob- 
lem of “‘ poor ”’ concerns as weak sellers is much older than some 
of us had imagined. Another point which comes as something of a 
surprise is the extent to which the increasing demand for labour 
was met by Wales and the border counties. But probably the 
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most interesting feature of the book is the emphasis which it 
places on the financing of the early stages of the industrial revolu- 
tion in South Wales. It would appear that much of the capital 
was provided by London and West Country merchants, and only 
relatively little by local landowners, lawyers, etc. As the move- 
ment got under way the ploughing back of profits became more 
important, but this seems to have been a very gradual develop- 
ment. The somewhat primitive banking system and unlimited 
liability undoubtedly retarded industrialisation, and was probably 
partly responsible for the slow emergence of a native industrial 
middle class of self-made man. 

The book is marred by a tiresome list of errata which is not in 
itself complete. For example, in the sources of manuscript 
material the National Museum of Wales (Cardiff) is given where 
presumably the National Library of Wales (Aberystwyth) is meant. 
But these are minor blemishes. Dr. John’s essay is a very 
scholarly piece of work in a field which has been much neglected, 
and the University of Wales Press is to be congratulated on its 
enterprise in making it generally available. 

A. BEACHAM 

Cardiff. 


Major Problems of United States Foreign Policy 1949-50. (Wash- 
ington, D.C.: The Brookings Institution, 1949. Pp. xv 
+ 492. $3.00.) 

Major Problems of United States Foreign Policy 1950-51. (Wash- 
ington, D.C.: The Brookings Institution, 1950. Pp. xiii 
+ 416. Cloth $3.00, Paper $1.50.) 

TuHE formulation of foreign policy requires an integrated simul- 
taneous analysis of the three inter-related parts—the political, 
the economic and the military. Policy-making means decision- 
taking, and involves three stages. First, working papers have to 
be prepared by specialists in each field. Secondly, these papers 
have to be used to shape policy briefs. Finally, decisions have to 
be taken which conform with the general line of policy and are 
consistent with applications of it elsewhere. These volumes, 
which are respectively the third and fourth in a series of annual 
surveys of American foreign policy prepared at the Brookings 
Institution by the international studies group under the direction 
of Dr. Leo Pasvolsky, are intended to enable the student to acquire 
knowledge of this policy-making process. Consequently, as the 
director states in his preface, “‘ much of (the book’s) value will 
depend on the extent to which it enables those who use it to 
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place themselves in the position of responsible government 
officials who are actually dealing with matters of foreign policy.” 

The volumes follow a common pattern. They open with a 
section in which the position of the United States in world affairs 
is briefly reviewed and where an attempt is made to crystallise 
out the broad aims and basic principles of United States policy 
on the one hand and specific policy objectives on the other. This 
is preparatory. It is followed by a series of briefs on each of the 
main problems, a few being selected for more detailed treatment 
than could be accorded to the rest. 

When the reviewer, after a study of these volumes, applied to 
himself the suggested test, he had to conclude that he rarely 
found himself placed in the desired position. A notable exception 
was provided by the paper on South-east Asia in the 1950-51 
volume. The general shortcoming appears to arise from two 
main causes. In the first piace, while the briefs generally 
acquainted the reviewer sufficiently well with the antecedents of 
most problems and pointed the broad alternative courses that 
might be pursued, they rarely outlined in sufficient detail the 
implications of these alternatives or attempted to place any 
quantitative measure on the general considerations raised. The 
policy-maker could hardly be expected to be able to supply these 
himself—if he could he would not need many of the briefs. As an 
actual policy-maker it would be open to him to call for the 
working papers and for those who prepared the briefs, but this 
does not help the reader of these volumes. The frequent need for 
this undoubtedly reflects on the adequacy of the briefs. They 
need sharpening up or, as Oliver Wendell Holmes put it, “to 
think in things, not words.” In the second place, if the main 
purpose was to illustrate a technique it must be regretted that 
the briefs were not confined to those problems where it might be 
shown with obvious advantage. Instead we find a discussion of 
apparently every major problem facing the State Department, 
including those where the objectives are but imperfectly defined. 
Thus it is frankly admitted in the discussion of European integra- 
tion in the first of these two volumes (p. 411) that ‘‘ The nature 
of the problem, and therefore of this paper, reflects the lack of 
clarity in official statements of objectives and of policy.” Yet in 
the next volume we read (pp. 209-10) that 


“The American objective of an integrated community 
of Western European nations is not yet fully and precisely 
defined, but its general nature is reasonably clear, and it is 
becoming increasingly urgent. For the achievement of this 
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goal British co-operation is almost essential. . . . Therefore 
another issue for the United States to decide is how far to use 
economic and diplomatic pressure to persuade or force Great 
Britain into more extensive commitments in continental 
Europe.” 

Whatever good the contemplation of this might do the puta- 
tive student’s ego it cannot be claimed to illustrate a refined 
technique for the study of foreign relations. Perhaps in his next 
survey Dr. Pasvolsky will permit the eminent economists in his 
studies group to add a little more realism to the briefs. 


D. J. Morean 
The London School of Economics. 


Westeuropiiische Wirtschaftsunion oder wirtschaftliche Zusammen- 
arbeit? H. Bacumann. (Ziirich and St. Gallen: Poly- 
graphisher Verlag, 1950. Pp. viii + 48.) 

Tuts little book on economic co-operation in Western Europe 
is the expanded version of a brief for the Swiss Government on its 
policy regarding O.E.E.C. and E.P.U. requested from the author, 
who is acknowledged as the leading Swiss expert on “ Bretton 
Woods and all that.”” The question contained in the title is 
answered in favour of economic co-operation; the alternative of 
economic union is declared to be not only impracticable but also 
in some respects not even desirable. 

The author’s chief arguments against economic union are the 
cultural values of European diversity as affording the kind of 
“ protection against the dangers of mechanisation and vulgarisa- 
tion of human life which is lacking particularly in the U.S.” 
and also the advantages of decentralised decisions. In proof of 
the second point the author claims that the small countries have 
dealt better with the economic difficulties of the Great Depression, 
and again those following the present war. That is an interesting 
argument, but exceptions readily spring to mind. Moreover, 
perhaps it was thejlarger manceuvring space of small countries 
in matters of foreign economic policy, rather than the “ benefits 
of decentralised decisions ’’ which helped them to overcome their 
difficulties ? 

Dr. Bachmann’s support for economic co-operation, however, 
is full-hearted. He is in favour of co-ordinated employment 
policies, of co-ordinated investment policies and of co-ordinated 
Western European capital movements abroad, particularly in 
Africa (to avoid previous “ fateful mistakes’ in “ these last 
areas still available as a basis for Western European existence ”). 
In respect of co-ordinated employment policy, the author seems 
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to err in tracing this international commitment to the (unratified) 
Havana Charter. The commitment is firmly expressed in the 
United Nations Charter, which commits all its members (not, of 
course, Switzerland) to separate and joint action in this field. 

Beyond this alignment of policies, “‘ co-operation ”’ is also 
advocated in the forms of reduction or abolition of tariffs, abolition 
of quantitative restrictions on trade and tourism and restoration 
of multilaterality for current transactions within Western Europe. 
Free mobility of labour and capital, however, are rejected. It 
is indeed difficult to see how Switzerland could have a definite 
employment or investment policy, if every German, Italian and 
Frenchman (perhaps even Briton ?) could freely move to Switzer- 
land. The discussion of the resulting trade and currency problems 
forms the bulk of the book. 

A Western European Free Trade Area is suggested. Para- 
doxically, but not implausibly, this is thought to be easier to 
achieve than a Western European Preference System, and both 
easier and more desirable than co-ordination of trade and currency 
policy vis-a-vis outside countries. It follows that the author is 
somewhat sceptical of the policies symbolised by G.A.T.T. and 
“ Benelux.” 

As regards currency, the author advocates a loosening of the 
International Monetary Fund regulationsin the direction of greater, 
though still limited, flexibility of foreign-exchange rates. He 
thinks the present system, through excessive reliance on stable 
rates, is responsible for some of the restrictions on multilaterality, 
but he wants to retain the framework of international convention 
in this field. He proposes that the International Monetary Fund 
treat Western Europe as a single currency area, and confine itself to 
stabilising the ‘‘external”’ value of the common Western European 
accounting unit which he proposes. This would leave the individ- 
ual Western European currencies free to find their own level in 
relation to each other. In appraising this proposal, it must be re- 
membered that the book was written before the creation of E.P.U. 
The ideas proposed, however, have in no way been made obsolete. 

Aspecial section, of particular interest to British readers, deals 
with “ The Special Case of England.” The author advocates the 
inclusion of the sterling area in any arrangements for multilateral 
settlement of current transactions in Western Europe. He makes 
an appeal to England to treat this matter as one of political 
economy rather than narrow commercial interest, to remember 
its vital political interest in an independent Western Europe (of 
which he considers a single Western European market as an 
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indispensable condition) and to adopt the same attitude to Western 
European problems as the U.S. when it inaugurated the Marshall 
Plan. 

This brief summary will have made it clear that there is much 
interesting and novel thought in this short book. The Swiss 
Government may be congratulated on the quality of its advisers, 


H. W. SIncer 
United Nations, 


New York City. 


The Evolution of the Zollverein : a Study of the Ideas and Institutions 
Leading to German Economic Unification between 1815 and 
1833. By Arnotp H. Price. (Ann Arbor: University of 
Michigan Press (London: Geoffrey Cumberlege), 1949, 
Pp. xii + 298. 20s.) 

Works in English on questions relating to the history of the 
commercial policies of continental states are few, though often 
very valuable (Dr. Henderson’s study of the Zollverein springs 
at once to mind), and Dr. Price’s useful addition to the literature 
is welcome. It should be emphasised, however, that the appeal 
of his book is not primarily to the student of economic conditions 
and development. The author’s object is to give an account of 
the intellectual origin of the Zollverein, and the economic activities 
and experiences of the period form no more than a lightly sketched 
background to his main theme. 

In one respect, at least, the nature of his approach has led him 
into difficulties. He has been at considerable pains to analyse con- 
temporary opinion on the subject of economic unification, mainly 
as expressed in an abundant pamphlet literature, and claims that 
this is important because it was the background of institutional 
change leading to the foundation of the Zollverein. The influence 
of outside opinions and pressures is indeed something which 
students of the making of policy at government level are often 
inclined to under-estimate. But if it is to be brought into the 
picture it is necessary to show that those who shaped policy did 
in fact lay themselves open to such an influence, and this Dr. 
Price entirely fails to do. The sources from which he draws his 
expressions of opinion are obscure, and in many cases anonymous; 
it is not clear that they were either widely known or widely 
representative, and in any case Dr. Price admits that, after 1820, 
“the important work on economic unification was exclusively 
performed by cabinets, who frequently acted against the expressed 
will of the people.’ On the other hand, he is at times reluctant 
to state precisely why statesmen took the decisions they did even 
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when there is evidence of the considerations which they had in 
mind. Too often he says merely that they acted for “ political 
reasons ’’ or “‘ economic reasons ”’ and adds nothing more specific. 
In general, however, he is much happier in tracing the course of 
the negotiations and analysing the various agreements which 
were reached, which he does with considerable clarity and skill. 
The study is particularly useful as a corrective of the idea that the 
Zollverein was overwhelmingly a Prussian creation. Dr. Price 
is able to show the importance of the conferences of South German 
states between 1820 and 1825 in first working out the principles 
of a Customs Union. The first important contribution of Prussia 
was through the establishment of a more efficient Customs law 
and administration within her own territories, and though after 
1825 Prussia took a large part in promoting Customs unification 
with other states, Dr. Price brings out clearly that even then 
much of the initiative was coming from elsewhere. 

The Evolution of the Zollverein is a higher-degree dissertation, 
and has some of the defects traditionally (though perhaps not quite 
fairly) associated with that class of production : in particular, an 
unwillingness to discard trivial detail. But, within the limits set 
by the author’s definition of the subject and by the nature of the 
sources on which he has drawn, it makes a useful minor con- 
tribution to the study of German history. 


W. AsHwoRTH 


London School of Economics. 


Max Weber: Ein Lebensbild. By Marianne WEBER. (Heidel- 
berg: Lamberg Schneider, 1950. Pp. 754. Price DM. 16.80.) 


Few Sociologists have done research work in economics, law, 
politics, religion, philosophy and history before they started their 
generalisations. Max Weber, born in Berlin 1864, was an excep- 
tion to this rule. Before he had got far in his career as a practising 
lawyer, his doctor’s thesis on Commercial Partnerships in the Middle 
Ages secured him an appointment at Berlin University. A study 
of Agrarian History of Rome, praised though criticised by Momm- 
sen, followed. Weber joined in, and later reported on a monu- 
mental inquiry into the situation of agricultural labour in Eastern 
Prussia. In 1894 he was appointed Professor of Economics in 
Freiburg, and two years later in Heidelberg—though he had not 
specialised in economics. He sat on an Imperial Commission 
inquiring into the effect of stock- and produce-exchanges on prices, 
and followed Naumann, who wanted to replace materialist inter- 


national Marxism by a National Christian Socialism. He re- 
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mained close to him, though he left his party of ‘‘ small bourgeois.” 
Concentrating on his academic work, he rapidly became a great 
teacher, even more impressive at the head of a round table than 
in a lecture-room. He mastered superbly his explosive—perhaps 
even slightly neurotic—temperament, but when he broke through 
his guards, he was like a volcano in full eruption. His mission 
was to teach his students how to search for truth, but not to 
indoctrinate them. 

In the summer of 1897 he had a nervous breakdown. This, 
after years of heroic struggles, compelled him in 1903 to resign 
his professorship though he remained loosely attached to the 
university. He survived those terrible years through will-power, 
with the help of his understanding wife. 

Once freed from academic duties, he began to recover. He 
started with deep-delving studies on the discrepancy of the 
logical structure of social and natural sciences (1904). They 
provided him with the tools for his research. He had grown up 
in a religious atmosphere, and approached problems of faith with 
profound reverence and sympathetic understanding—as an 
agnostic. He studied them as powerful forces shaping the social 
framework. His essays on the influence of Protestant Ethics on 
the Rise of Capitalism (1904 and 1905) had world-wide reper- 
cussion. which have not yet subsided. But faith and knowledge 
belonged to distinct spheres, and had to be kept separate. Emo- 
tion and ideas provide motive power for most human actions; 
being basic facts, they have to be respected as parts of reality; 
but this recognition does not impart to them specific ethical 
values. The world which is and the world which ought to be 
were distinct; attempts at building a better world not based on 
full cognisance of the existing world were almost sacrilegious. 
Weber was interested in all facets of life, be it music, sex (Freudian- 
ism), Chinese religion, Roman agrarian law, forward buying, 
agricultural labour or even the mellifluous glacial poetry of 
Stefan George. But knowledge which did not teach him some- 
thing about the nature of society and men was no use to him. 
He had to save his strength, yet he was always approachable; 
with those in genuine trouble, he was gentle, but he could be 
devastating with fakes. 

In politics he was an individualist democrat with a social 
conscience. He believed that the people should choose their 
leaders, and hold them to strict accountability, but, trusting them, 
not interfere with their work. He condemned William II’s 
foolish foreign policy, but the patriotic upswing at the outbreak 
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of the war almost carried him away, though he did not expect a 
“happy ending.” He would have accepted a peace based mainly 
on the status go. Yet he does not seem to have appreciated to 
the full the sinister role Ludendorff played, gambling on a victory 
which was always eluding him, and his criminal irresponsibility 
in forcing the Chancellor Prince Max to sue for an armistice. It 
needed a personal interview, reprinted on pp. 702-3, before 
Weber recognised the vulgar selfishness of the fallen dictator. 
In those dark days Weber was frequently mentioned as potential 
chancellor. Fortunately the politicians did not like him. Both 
his intellect and his moral courage were equal to the task; but 
neither his temperament nor his unbending rectitude qualified him 
for it. He could have led a nation to a crusade, but not through 
long years of drab compromises. He was not even given a seat 
in the Constituent Assembly—nor was the drafter of the con- 
stitution, Hugo Preuss, whom he had assisted in his preparatory 
labour. Beyond collaboration in the German reply to the Allies 
on war guilt during the Versailles conference, Weber had no 
opportunity for serving the new government. 

In these years his health had improved. After a short stay 
in Vienna he could resume his academic work in Munich (1919) 
as Lujo Brentano’s successor. He concentrated on “ Sociology ” 
—the more abstract parts of economic theory had never attracted 
him greatly. He gathered round him an eager post-war genera- 
tion, to whom he poured out the intellectual treasures he had 
accumulated in the long years of suffering. He tried to instil 
them with his almost fanatic love of truth. In June 1920 he 
suddenly died of influenza. 

Frau Weber’s training by her husband has enabled her to 
explain in this book his aims, his concepts and his methods; 
helping the non-initiated to appreciate his works. For though 
his thoughts were crystal clear, they hustled one another so 
violently, that his true meaning is not always easy to detect. 
Her very closeness to him—the Webers were cousins as well as 
companions—has perhaps handicapped her. To the survivor of 
such a comradeship, everything they experienced together is 
worth remembering and telling. But posterity wants only 
essentials. Frau Weber has painted a portrait as part of a mural, 
and the spectator who has not. known the living Weber may 
complain that too much background and foreground interfere 


with his view of the great central figure. 
M. J. Bonn 


London. 
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Citizenship and Social Class, and Other Essays. By T. H. Mar- 
SHALL. (Cambridge University Press, 1950. Pp. 155, 
10s. 6d.) 


Tuis book consists of one long essay, based on two lectures 
given in Cambridge in 1949, and three shorter studies, first pub- 
lished in 1934, 1938 and 1939. The long essay, which is by far 
the most important, gives the book its title. It is concerned 
much more with citizenship than with class, which figures in it 
no more than incidentally. Professor Marshall sets out from an 
analysis of the concept of citizenship into three parts, or elements 
—civil, political and social. In early times, he says “ these 
three strands were wound into a single thread’; but in modern 
societies they have become differentiated. Very broadly, he 
argues ‘‘it is possible, without doing too much violence to his- 
torical accuracy, to assign the formative period in the life of each 
to a different century—civil rights to the eighteenth, political to 
the nineteenth, and social to the twentieth.”’ Western civilisa- 
tion has proceeded, by recognisable stages, first to accept and 
embody in its institutions the notion of all its inhabitants as 
possessing, in some real sense, a basic equality of civil rights, 
secondly to the extension of this equality to political rights and 
thirdly, in our own day, to the recognition of a similar equality 
of rights to a social minimum of living and security. Taking 
this process as his theme, he sets out to furnish a brief account of 
the stages of its embodiment in social institutions, mainly but not 
exclusively in Great Britain; and he then goes on to discuss 
certain of the problems presented by the still incomplete advance 
into the third stage, with special reference to the clash between 
factors of market economy and of social justice which it has 
involved. 

The conception of civil rights, Professor Marshall points out, 
is fundamentally individualistic, in the sense that it has to do 
with personal rights—though in the nineteenth century the 
question of group rights also became involved in it, especially in 
connection with the claims of Trade Unions to the right of collec- 
tive bargaining. Political rights, on the other hand, though they 
are rights of individuals, have an essentially collective character : 
they have been extended from class to class, and from sex to sex, 
by a gradual process which has converted them by stages from 
privileges into universal rights of citizenship. Social rights are, 
again, largely personal; but coming as an addition to democratic 
political rights already won, they are claimed at once for all persons 
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and not by a gradual extension of privileges to wider and wider 
groups. 

Professor Marshall, quoting Maine’s familiar generalisation 
about the progress of society from status to contract, points out 
that the development of the conception of social rights of citizen- 
ship carries with it a reassertion of the claim to status, on a new 
basis of democratic equality. This comes into conflict with the 
conception of free contract in the economic sphere, and leads, 
for example in wage-determination, to curious muddles of thought, 
as when the notion of the wage to which a man has a right in 
terms of social justice cuts across the economic notion of what he 
is worth as a producer and competitor in the labour market. 

In the course of this broad historical retrospect, Professor 
Marshall makes many acute observations, and the general correct- 
ness of his analysis is not likely to be disputed. His attempt 
to relate his historical study to the concept of social class is less 
satisfying, because it remains rather unclear. He quotes Alfred 
Marshall’s prophecy that a time would come when every man 
would be able to be a “ gentleman,” in the sense of suffering no 
degradation from his claims as a civilised man because of the 
character of his work. Endorsing this hope, he goes on to con- 
sider how far the equalising tendency inherent in the development 
of citizenship is destined to go, and how far it will be found 
compatible with income differentials based on differences of skill 
and responsibility, and not of special privilege. This leads him 
to a consideration of current tendencies in education, in which he 
sees signs of an increasing determination of social class by a 
criterion of educational achievement at an early age—the pupil 
carrying his examination results with him through life as the main 
determinants of the type of job for which he will be considered, 
and therewith of his class. Educational mass-production under 
democracy tends, he thinks, to this sort of social stratification— 
which, he says, need not greatly matter if there is enough provision 
for revising judgments in the exceptional cases. 

This does not mean that Professor Marshall looks on “ social 
class ” as an exclusively economic category. On the contrary, he 
insists that class consists essentially in the whole set of relations 
that bind men together with some others and hold them apart 
from yet others in the entire business of living. He points out that 
the tendency of the development of social rights is to bring about 
a narrowing of differences in terms of real incomes beyond that 
which occurs in money incomes; and he argues that this has the 
effect of making the social status of a job count far more in com- 
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parison with the income it brings in. Money incentives, he 
thinks, are losing some of their foree—and he backs up this opinion 
with references to some recent sociological investigations. But 
this may not mean a parallel lessening of social inequality, if the 
incentives of prestige grow stronger to compensate for the weaken- 
ing of the traditional incentives of capitalism. The distinction is, 
however, often hard to draw; for groups which appear to set 
store by getting larger incomes may in fact be struggling largely 
for the higher kudos which the larger incomes are deemed to carry 
with them. 

The three shorter essays are all interesting. The first, written 
in 1934, is called ‘‘ Social Class—a Preliminary Analysis”: it 
develops further the point already made about the more-than- 
economic factors that go to the determination of class. The 
second, on ‘* The Nature of Class Conflict,” is very slight. It is 
concerned mainly with a discussion of degrees of conflict, and of 
the extent to which forms of conflict can co-exist with a deeper 
sense of common interest. The third, on “The Recent History 
of Professionalism in relation to Social Structure and Social 
Policy,”’ discusses the great extension of the range of professional 
work and the problems involved in the application of the ethical 
codes of the other professions to the new ones which are continually 
springing up. “ The principle of caveat emptor is at least plausible 
when you are buying a horse or a pound of strawberries : it makes 
nonsense when you are calling in a surgeon in a case of acute 
appendicitis.” The professional classes tend to be highly individ- 
ualistic because they do not accept the competence of outsiders 
to pass judgment upon their competence. This raises big issues 
connected with the relations between professional men and 
Government under the conditions of the social-service state. 

All these essays are interesting: none is very conclusive. 
Professor Marshall has a tentative, undogmatic mind that recoils 
from strong affirmations. In treating of as thorny matters as he 
has touched on in this volume, there is much to be said for a 
tentative approach and for a gingerly handling of sociological 
concepts which are apt to break if they are rudely touched. If, 
at the end, the reader feels that the author has done no more than 
open up an enormous and very difficult subject, perhaps that is no 
criticism ; and indeed Professor Marshall makes it plain that he 
intended no more. 

G. D. H. Coz 

Ali Souls’ College, 

Oxford. 





NOTES AND MEMORANDA 
Toe Case Acatnst THE IMPERFECT COMPETITION THEORIES 


PROFESSOR ROBINSON’Ss article on ‘“‘ The Pricing of Manufac- 
tured Products ”’ } consists, first, of criticisms of Mr. Andrews 
positive theory of pricing * and, second, of a defence of the theories 
of imperfect competition against Mr. Andrews’ criticisms. 
With the former I am not now directly concerned, but as, in the 
latter, Professor Robinson appears to have misunderstood the 
case against the imperfect competition theories, it seems desirable 
to give a brief restatement of that case. 

Professor Robinson represents Mr. Andrews as arguing that, 
as the rules which business men use in practice do not involve 
explicit calculation of marginal cost and marginal revenue, then 
business men do not maximise their profits. Thus he says 
(p. 774) : 

‘“‘T stress these aspects of the theories of imperfect com- 
petition because Mr. Andrews’ account of the pricing system 
is an account of a ritual. Despite the stress which he 
repeatedly lays on the competitive nature of industrial 
enterprise (cf. pp. 172 and 270), he seems to go out of his 
way to repudiate the idea of firms maximising their profits 
as an element in the battle for survival (e.g., p. 270). I am 
sure that I am not misrepresenting Mr. Andrews if I say 
that throughout the book he regards the ritualistic price- 
fixing system that he describes as the antithesis of the policy 
of profit-maximisation. But if one so regards it, what are the 
consequences? If the ritual is in fact the antithesis of profit- 
maximisation, then those who least perfectly conform to the 
ritual have the greatest chance of survival. The wicked 
noncomformists will triumph; the respectable ritualists will 
suffer.” 


He then goes on to argue that the pricing-rules which Mr. 
Andrews describes are, on certain assumptiohs, consistent with 
profit-maximisation; that Mr. Andrews in fact describes not an 
irrational ritual, but ‘rational action for long-term profit- 
maximisation in industries possessing certain characteristics.” 
And if the argument against the imperfect competition theories 
were the trivial one he represents it as being, Professor Robinson 
would have provided a crushing refutation. 


1 Economic JouRNAL, December 1950. 
2? Pp. W. 8S. Andrews, Manufacturing Business, London, 1949, 
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Unfortunately, this is not Mr. Andrews’ argument at all. 
Throughout, he has argued, not that the business man does not, 
in some sense, maximise his profits, but that he does not maximise 
his short-run profits with a complete disregard for long-run 
considerations—precisely because such a policy would, in the long 
run, be unprofitable. For instance, when we look up Professor 
Robinson’s own reference to Manufacturing Business, p. 270, we 
find : 


‘Economic theories of business behaviour have so far 
been much too short-term in their outlook, seeing the business 
man too much as a ‘spiv ’—to use the word which has 
emerged precisely in order to denote an entrepreneur, with an 
essentially short-run outlook, of a type which is characteristic 
only of conditions of extreme scarcity and the immediate 
post-war period. The whole approach to the theory of the 
demand for the products of a manufacturing business is too 
short-run; the sensitivity of demand is calculated too much 
on a short-term basis more appropriate to a robber baron 
than to a man who has sunk a lot of capital in a business 
(and this is especially true of some of the most ‘ mono- 
polistic ’ businesses) which will justify itself only in the rather 
long run.” 


The essence of the imperfect competition theories is that they 


postulate a given falling demand curve, and a given cost curve, 
and from the hypothesis of profit-maximisation deduce the familiar 
conditions, with marginal cost equal to marginal revenue, and so 
on. Then, in the words of Mrs. Robinson,! “our analysis can 
be applied equally to quasi-long or to short-period cases, provided 
that for each problem those curves are drawn which are relevant 
to the period under discussion.”” Here we must observe that we 
also have to assume that the business man tries to maximise his 
profits over the appropriate period. This means that while the 
analysis could be applied to either long or short periods, it could 
not be applied to both; for maximising profits in each of any 
sequence of short periods is not in general consistent with maximis- 
ing profits over the longer period composed of these short periods. 
They will be consistent if a firm’s cost and demand curves at a 
given time can be assumed independent of its previous price and 
production policy. But, apart from the a priori implausibility of 
such an assumption, Mr. Andrews argues? that the long-period 
demand curve is much more elastic than the short-period curve, 
so that higher prices now mean a much smaller demand in the 


1 The Economics of Imperfect Competition, p. 50, 
® Manufacturing Business, pp. 148-54, 
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future. He also argues! that long-run considerations lead the 
business man to keep more reserve capacity than he would if he 
were concerned only with the short run. Thus, the business man 
who concentrates on maximising his short-run profits will be a 
long way from maximising his profits in the longer run. 

Here we must note that Professor Robinson argues that short- 
term profit maximisation is the most profitable in the long run, 
because it always places the firm in a better financial position 
(p. 774) : 

“The more nearly a firm’s actions might correspond to 
the actions supposed, the larger were likely to be its profits, 
or the less its losses, and the greater its chance of building up 
reserves, of securing capital with which to expand and of 
surviving in the face of competition. Thus there was no 
essential conflict between their short-term and long-term 
aspects, and the long-term equilibrium grew naturally and 
automatically out of the shorter-term pursuit of profit.” 


The point itself is quite valid, but the conclusion only follows if 
we assume the very independence of present price and future 
market which Mr. Andrews is at pains to deny. 

The argument may now be summarised as follows: the 
imperfect competition theories cannot be both long- and short- 
run theories.2_ They cannot be long-run theories, since, although 
the essential falling demand curve occurs frequently enough in 
the short run, in the long run demand approaches perfect elas- 
ticity. They must, therefore, be short-run theories, and depend 
on the hypothesis that the business man is solely concerned with 
maximising his profits in each succeeding short period. It will be 
rational for him to do this only if he has entered the industry to 
make quick profits and leave again before he has time to feel the 
long-run effects of his policy. Whatever may be the case in 
commerce, this is rarely possible in manufacturing business 
(except perhaps in time of inflation), since markets have to be 
built up slowly, and a great deal of capital has to be tied up in 
plant and equipment. 

Thus, whether or not business men actually behave as the 
imperfect competition theories say they do (and the evidence is that 
they do not), it would be more sensible and profitable for them not 

1 Manufacturing Business, pp. 88-93. 

* Except in the trivial sense of providing a long-run analysis for some firms 
and a short-run analysis for others. 

3 “ Tn the long run, then, demand is very sensitive to differences in prices, and 
even a well-established market will give no protection against the competition of 


those who are able to quote a lower price for the same quality product with the 
same level of associated services.”” Manufacturing Business, p. 154. 








426 THE ECONOMIC JOURNAL [JUNE 


todoso. If heisto refute Mr. Andrews, Professor Robinson must 
show, not that the normal cost pricing rule constitutes a rational 
code of behaviour for business men—Mr. Andrews would agree 
with him only too readily here—but that the imperfect com- 


petition theories do so. 
M. J. FARRELL 


Department of Applied Economics, 
Cambridge. 





Tue Prictnc oF MANUFACTURED Propucts: A COMMENT 


THE main purpose of this note is to reinforce the criticisms 
made by Professor Robinson, in the Economic JourRNAtL of 
December 1950, of Mr. Andrews’s concept of the “ costing margin.” 

These comments are based for the most part on personal 
experience of manufacturing business. At the same time, how- 
ever, this experience has led me to believe that in some matters 
Professor Robinson has not given Mr. Andrews his full due. 

Of the validity of Professor Robinson’s main criticisms there 
can be no doubt. Mr. Andrews has simply given us a description 
of certain facts, which are not themselves presented. He makes 
practically no attempt to look behind the facts, but is content to 
accept them at their face value. This is most clearly seen in his 
discussion of the “‘ costing-margin.” 

The normal “ costing-margin ” is at the heart of Mr. Andrews’ 
description of pricing. When this margin is fixed in the “ ideal ” 
manner it would cover the overhead costs of the planned output 
plus an allowance for profit. This is very similar to the “ full- 
cost” principle advanced by Hall and Hitch. Mr. Andrews, 
however, then develops what Professor Robinson calls his “ lay 
code ” of pricing and explains that the costing-margin is a flexible 
concept and will be varied as market circumstances alter. If 
necessary, in other words, firms will sell below full-costs, although 
they may not usually sell above them. The present purpose is to 
stress that not only may firms sell below full-costs at certain 
times, but also that their idea of what constitutes their full-costs 
for 2 given output may be subject to substantial variations. 

This is most clearly seen if we take the case of a firm which 
has built a factory to produce a new product, or to produce an 
old product in a new country. Let us assume to begin with that 
there is no fear of competition, that for a wide range of output 
the firm has constant average direct costs, that demand for the 
new product is strong and inelastic and that the firm is not 
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aiming to make what it would consider to be an “ unreasonable ”’ 
monopoly profit. How would it determine its costing margin ? 
Presumably Mr. Andrews’ full-cost principle—his “‘ priestly code ”’ 
—would tell it what to do in order to arrive at a fair price. It 
would have to calculate the total of its overhead costs first. 
These will consist, among other things, of fairly fixed factors such 
as the salaries of the office and managerial staff, insurance, 
stationery, etc., and also allowances for depreciation, obsolescence 
and contingencies. Depreciation and obsolescence are par- 
ticularly important where the capital cost of the plant is high, 
and contingencies where the degree of risk is high. Given the 
conditions assumed, the firm can afford to be very conservative 
in its depreciation and obsolescence policies and generous in its 
provision for contingencies. In addition, it can add a substantial, 
but not—in its view—an “‘ unreasonable ”’ allowance for profit on 
capital. With the costing-margin thus arrived at, the firm can 
fix its price, and, given our assumptions about demand, can sell 
its output at that price. The costing margin has been calculated, 
it will be noticed, strictly in accordance with Mr. Andrews’ full- 
cost principles. 

Now suppose that competitors enter the field and attempt to 
undercut the original firm. The firm has ample room for 
mancuvre. It can, to begin with, decide that a “ normal” 


profit of, say, 20% per annum on capital is no longer justified, 
and that 10° would be more appropriate in the changed circum- 
stances. But if this will still not do, it has more aces up its 


‘ 


sleeve. It can decide that the provision for ‘“ contingencies ” 
need not be so high, and that it is not really necessary to write 
off its plant quite so quickly as it had originally intended. In this 
way the firm will be able to reduce its price very substantially, 
when competition develops, while still adhering strictly to full- 
cost principles. It may still be doing well, and its depreciation 
and obsolescence policies may still be fairly conservative. It has 
merely revised its view as to what its overhead costs are as well 
as its view as to what is a reasonable profit to take. 

It is clear from this that the “ costing-margin ’’—even in 
the “ideal ’’ situation when a firm is adhering to the full-cost 
principle—can have no objective existence. The firm’s idea of 
its indirect costs as well as of a normal profit will depend very 
much on the market situation 7.e., on the slope and position of 
the firm’s demand curve. This curve incidentally—even in the 
long run—will not be periectly elastic for a price leader, whatever 
it may be for a small firm. 
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On this point, therefore, Mr. Andrews is perhaps even more 
vulnerable than Professor Robinson implies. His “ theory” 
does not bear close examination. It is as well to recognise, 
however, that on some questions Mr. Andrews has some useful 
things to say. Professor Robinson is rather grudging on this 
point. It is true that he says “I think [Mr. Andrews] has done 
well to remind us that the actual problems of price fixing seldom 
consciously take the form assumed in some of the expositions of 
perfect competition’? (Economic JournaL, December 1950, 
pp. 779-80), but surely Mr. Andrews has done more than that ? 

First, he has drawn attention to the undoubted fact that 
many firms do not like to alter their prices when trading con- 
ditions change, for fear of doing themselves harm in the future. 
The demand curve they are taking into account is their long- 
period demand curve as they conceive it, allowing for possible 
competition from new or established firms, and allowing for the 
kink characteristic of oligopolistic situations. In one place 
Professor Robinson recognises this (p. 780), but in another place 
(p. 774) he asserts “that the long-term equilibrium ‘ grows’ 
naturally and automatically out of the shorter-term pursuit of 
profit.” Even though Mr. Andrews may deny that firms try to 
maximise their profits, what he in fact seems to be saying is that 
firms attempt to maximise their profits in the long run, and 
refrain from snatching at short-run profits because this might 
eventually be to their disadvantage. The “profits” they 
attempt to maximise are not their money profits alone. Con- 
sideration of the firm’s prestige with the Government, with other 
firms and with the firm’s own workpeople enter into the calcula- 
tion. Some potential money profits may be sacrificed in the 
present in an attempt to ensure that the firm will be well respected 
both now and in the future. In these days, especially, the 
Government’s opinion of the firm will be of paramount im- 
portance. In providing the data for this conclusion Mr. Andrews 
has—perhaps unwittingly—helped to bring the assumption of 
profit maximisation closer to reality. 

In the second place, Mr. Andrews has added weight to the 
body of opinion that marginal costs are constant over large ranges 
of output. On this point, among others, it would be interesting 
to see the figures he has collected for the boot and shoe industry. 

Thirdly, Mr. Andrews has made some interesting remarks about 
the behaviour of costs, both technical and managerial, although 
it cannot be held that he has said anything dramatically new. 
He has in addition thrown fresh light on many other aspects of 
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manufacturing business, but these cannot be discussed here. He 
has in short provided many of the ingredients of a realistic theory, 
but he has certainly not provided a new theory of his own. 
AUBREY SILBERSTON 
St. Catharine’s College, 


Ture PricING OF MANUFACTURED PRODUCTS AND THE CASE 
AGAINST IMPERFECT COMPETITION: A REJOINDER 


Mr. SinBERSTON’s Comment requires, I think, no further 
remark by me. I regard what he says from practical experience 
about the build-up of costs as very important. It confirms what 
some of us had believed on a priori grounds: that costs are not, 
in a complete and exclusive sense, a summation of pre-determined 
and unambiguous necessary rewards of the factors of production 
used, but also, and at the same time, a statement of claims to 
shares in the total income that may be divisible within the firm. 
A few minor points in which I disagree with his interpretation 
will, I think, emerge below. 

’ Mr. Farrell is, I believe, really on my side. He is anxious, as 
I am anxious, to see what the actions of business-men really are 
—as distinct from what they say that they are—and at the same 
time to see whether those actions have a rational explanation. It 
was the apparent irrationality of the actions described by Mr. 
Andrews, and Mr. Andrews’ failure to bring out any rational basis 
for the actions described, which had led me to feel that his book 
had added little to our fundamental understanding of these 
ptoblems. Mr. Farrell, if I understand him right, goes much 
further than I would in the direction of saying that the pricing- 
rules describe generally—and not only in particular cases—the 
most rational behaviour. 

Mr. Farrell’s main attack on me is that I have failed to deal 
with what he regards as Mr. Andrews’ principal argument against 
the imperfect competition theories : that they “ have been much 
too short-term in their outlook, seeing the business man too much 
as a ‘spiv.’”’ I had much to deal with in what could at best be 
only a short review, relatively to the size of the book itself, and 
this is one of the points with which I naturally disagree, but 
which I decided to leave aside. I left it aside because both Mr. 
Andrews and now Mr. Farrell had neglected the first elementary 
tule of scholarship and had made a general attack on a school of 
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writers without quoting any chapter or verse for the opinions 
that they are seeking to foist on to them. The passage that 
Mr. Farrell now quotes ! from Mrs. Robinson will be seen to refer 
to “ those curves . . . which are appropriate to the period under 
discussion.” 

May I make two comments? First, the so-called theories of 
imperfect competition are not, as Mr. Farrell seems to suggest, a 
set of conclusions, at least in the hands of those who helped to 
originate them. They are an alternative box of tools for the 
analytical economist.1_ Conclusions, right or wrong, about the 
conduct of business-men can only emerge from the material to 
which the tools are applied, from the assumptions, that is, made 
by the users of the tools. I am quite prepared to be told that 
shoddy material has been used in some cases. But the resultant 
product is the consequence of the defects of the material, of the 
wrongness of the assumptions, and not of the tools of thought. 

Second, what are the appropriate curves? I leave aside the 
complications of the short-period and middle-period cost curves. 
For Mr. Farrell's comments refer almost wholly to the problems 
of the nature of the demand curve that it is appropriate to apply 
to a short-period situation. He seems to regard it as axiomatic 
that a short-period situation must be assumed to be determined 
solely in terms of a short-period demand curve, implying pre- 
sumably that it is a demand curve which represents the alternative 
quantities that would be bought at alternative prices in the short- 
period, without any regard to the longer-term repercussions of 
charging those prices or for the time required for adjustments to 
changed relative prices. That is a view to which I personally 
have never subscribed; indeed, the criticism which I, amongst 
others, have been inclined to make of much of current demand- 
analysis is that the elasticities of demand which emerge are not 
the longer- and medium-term elasticities, which are really relevant 
to the making of most decisions. Clearly the effects of present 
actions on the levels and elasticities of future demand curves have 
to be taken into account. Whether one prefers to do this by 
including these considerations, appropriately discounted into the 
present, in the actual demand or cost curves, or whether one pre- 
fers to use purely short-term curves and add these considerations 
as an extra ingredient into the final decision is a matter of 
convenience. I, myself, would prefer—as I take it Mr. Farrell 
does if he wishes to use the long-period curve here—to conceive 
of the demand curve that is applied to the short-period situation 


1 Cf. The Economics of Imperfect Competition, p. 1. 
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as including, suitably discounted, all the various repercussions of 
the future upon the present. 

These repercussions of the future upon the present and of the 
present upon the future are not, of course, limited to the single 
case of the effects on goodwill and the volume of future com- 
petition that Mr. Farrell is considering. There are the additional 
complications which arise from expectations of future prices, 
from the effects of price policy upon the shift of present demand 
into the future and future demand into the present, from the 
time required for the complete adjustment of demand to the new 
relative prices, and from the effects of profits on the resources 
which both the firm concerned and its rivals may command for 
the expansion of their businesses. I tried before the war to deal 
with most of those considerations, so far as was practicable 
within the limits of a designedly elementary book.? I do not 
think that either Mr. Andrews or Mr. Farrell can justify from 
chapter and verse their belief that those who have found useful 
the particular set of tools that they dislike were ignorant of and 
took no account of these complications. 

If one believes, as I do believe, that the demand curve and the 
price decisions have the regard for long-period as well as short- 
period considerations that is appropriate to them, the conflict 
which Mr. Farrell has fabricated between the short-period and 
the long-period turns out to be illusory. Making the wisest de- 
cision now, in all the circumstances, does not conflict with making 
the best of the long-term. Expectations will, no doubt, turn out 
to have been wrong; but essentially, as I sought to argue, the 
wisest short-term policy is in harmony with the wisest long-term 
policy. 

But while I fully agree with Mr. Farrell, and with Mr. Andrews, 
that these various repercussions of the future upon the present, 
and of the present upon the future, are relevant, that is not to 
say that I agree that always and everywhere the right course is 
to assume that the appropriate demand curve has infinite elas- 
ticity, and that the long-term demand curve, with its long-term 
elasticity, is always the appropriate curve to apply to the short- 
term situation. If Mr. Farrell will re-read Mr. Andrews’ own 
account of the actions of business-men ? it is far from clear that 
in practice they really treat the demand curve as inexorably 
determined by long-term cost. If one regards the problem ana- 


1 I would refer Mr. Farrell to Monopoly, pp. 23-38, pp. 61-2 and pp. 150-8, 
where I was trying to deal with various aspects of these problems. 

* For example, the passages that I quoted on p. 777 of the Economio 
JouRNAL, December 1950. 
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lytically, the rate of discount of the future is not constant and 
universal for all firms and all moments of time. To-day, with a 
high level of activity, relatively easy profits and heavy supertax, 
a lenient and future-regarding price policy is good sense and good 
business. In the 1930s, with bankruptcy often just round the 
corner, the rate of discount of distant profits was sometimes high. 
In some industries goodwill is immensely important, in others it 
is more readily assumed—and without lceng-term detriment to 
goodwill—that prices move with market conditions. In some 
industries certain firms appear to have continuously for many 
years a technical leadership: new designs, new ideas, new ways 
of doing things come regularly and in a constant stream from them; 
they charge prices which are higher than those goods will com- 
mand when the imitators have got into the market on a large 
scale, confident that, by then, they themselves will have moved 
on again to still newer designs and still newer ideas. These firms 
(and anyone familiar with industry can probably name one or two 
in most manufacturing industries) do not determine their pricing 
by regard to the long-term elasticity for those products. 

And indeed, what is meant by “ the long-term elasticity ” ? 
Much thinking in this field seems to be invalidated by a disregard 
for the fact that for many particular products there is a life-cycle 
of the demand that as much deserves study as the life-cycle of 
productive equipment on the supply side. It begins on a small 
scale; it grows with favourable changes of tastes and fashions; 
it declines as tastes and fashions shift again and as new products 
come on to the market; it may include, first, a phase, similar to 
that which we knew in war-time as the phase of initial equipment; 
it may descend later to the phase of replacement. In the long- 
term many demands, like other things, are dead. 

But quite apart from the appropriate discounting of the 
future into the present, and assuming that a long-term demand 
curve has a meaning elsewhere than in a static state, it is not 
clear that even in the long-period all demand curves are best 
regarded as infinitely elastic. That there are some industries of 
which this is true, I will very readily grant. I retain my doubts 
whether it is universally true of all industries. There remain, 
even in the long-term, the sources of imperfection which arise 
from differences of transport costs. With existing optimum 
scales’ of production in some industries, there are likely to be 
falling costs and conditions of oligopoly at the levels of demand 
dictated by the ordinary diversity of tastes. I do not, myself, 
believe that we shall gain in understanding by seeking to force 
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all economic thinking back into one universal strait-jacket of an 
assumed perfect competition. 

Mr. Farrell's comment has reinforced me in the view which I 
tried to express at the end of my review of Mr. Andrews’s book. 
I do not believe that we shall gain most in our understanding of 
these very important and interesting problems by resorting to an 
orgy of intellectual machine-smashing and seeking to return to the 
hand-loom period of thought. Anyone who dislikes the new tools 
of thought is free to disregard their existence. What is at the 
root of the trouble is not the tools of thought but the material 
that we are submitting to our various intellectual processes. We 
do not yet know nearly enough in detail about how these problems 
are thought about and handled. My regret was that Mr. Andrews 
has done so little to add to his readers’ detailed knowledge. We 
need to improve the analysis of rational thinking on the one hand 
and our analytical account of actual thought and action on the 
other. The two phases will only be complete when we have an 
account of price-making which is simultaneously rational and 


true to the facts. 
AvusTIN ROBINSON 
Sidney Sussex College, 


Cambridge. 





Tue STERLING BALANCES OF COLONIAL TERRITORIES 


In his analysis of the distribution of the sterling balances of 
the sterling area, Mr. Shannon has made some interesting com- 
ments on the balances held by the colonial territories. He 
regards these as being chiefly permanent assets, and says “ lent 
mostly to us, they are a heavy counterweight to the Colonial 
Development Acts.’ Not unreasonably he expresses surprise 
that areas of whose poverty we are always being reminded should 
own as much as £180 million of such assets. Clearly, these 
colonial balances are involved in two lines of United Kingdom 
policy, that on external sterling liabilities as a whole, and that of 
the economic advancement of the colonial territories. As the 
former policy has appeared to be directed to reducing our obliya- 
tions, while the latter is committed to increasing them, there 
seems to be scope for inquiring more exactly into the nature 
and implications of what are officially listed as the sterling 
balances of the colonial territories. 

Successive reports by the Secretary of State for the Colonies 


since Cmd. 7433 for 1947-48 have said, with minor verbal modi- 
No. 242.—vo.. LxI. FF 
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fications, under the head of sterling balances, “ the sterling assets 
of the Colonies comprise currency funds which provide the 
sterling reserves for local currencies, Colonial Government funds 
held with the Crown Agents for the Colonies, loans to His Majesty’s 
Government, and sterling funds held in London by banks operating 
in the Colonies.”” The total on December 31, 1947, was stated 
to be £600 million, and had increased to £625 million by December 
31, 1949, including in each vear the stable figure of £90 million 
of Dominion and Colonial sterling securities. This description 
appears to be intended to cover the same classes of debt which 
Cmd. 7224 (1948) enumerated in the capital account of the 
United Kingdom balance of payments as comprising “ net lia- 
bilities of banks in the United Kingdom to their overseas offices 
and other account holders, including funds held as cover for over- 
seas currencies, etc., and loans to His Majesty’s Government 
expressed in sterling or sterling area currencies.””’ The question 
I want to examine is how far the sterling funds held by colonial 
territories are in fact comparable to those held by the Dominions 
and other countries. 

Colonial territories have certain monetary characteristics 
which distinguish them from other countries both undeveloped 
and advanced. No colony has a Central Bank, an independent 
monetary system or an internal capital market nearly sufficient 
for its needs. For all the purposes and services normally asso- 
ciated with such institutions the colonies use the specialised 
facilities of London, and their transactions here are on a domestic 
rather than an international basis. Moreover, the administrative 
connection between the United Kingdom and the colonies has 
become the basis of their public finances, and these finances are 
the source of Colonial Government sterling balances. The 
position, therefore, is that Colonial currency reserves are acquired 
and carried on a different basis from those of other countries; 
the surpluses and investments of Colonial Governments are for the 
most part of different origin and different purpose from those of 
other Governments; colonial banking funds do not have the same 
significance as those of countries with autonomous monetary 
systems; and finally, the subsidies, ex gratia payments and special 
funds made available to colonial territories by the United Kingdom 
are an integral part of their sterling position, although not in- 
cluded in the official figure of balances. 

Besides the information published in London, details about 
currency funds and the current and capital accounts of most 
colonial territories can be found in the relevant Departmental 
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Reports of each territory. Or the basis of these internal figures, 
and following the official pattern of increments of at least £5 
million, I classify the total colonial sterling balances of £625 
million at December 31, 1949 (Cmd. 7958), as comprising £240 
million of Currency funds, £200 million of Government funds 
and £20 million of loans to His Majesty’s Government in the 
United Kingdom. The difference of £165 million between these 
figures and the total of £625 million must be regarded as the 
“sterling funds held in London by banks operating in colonial 
territories.” 

(a) Currency Funds. Banks in the colonies obtain local 
currency by buying it with London sterling at a fixed rate from 
the appropriate Currency Board or Commissioners of Currency. 
In most colonies these are a local department of Government 
which keeps its sterling funds with the Crown Agents, but the 
well-known East African and West African Currency Boards have 
their Heai Offices in London and local Agents overseas. No 
generalisation about colonial territories, however, is free from 
exceptions, and two can be noted in this connection. St. Helena 
has no separate currency, and Hong Kong currency is regulated 
by a special agreement whereby the local banks obtain “ cer- 
tificates of indebtedness ” from the Hong Kong Government in 
exchange for sterling to the amount of their own notes the banks 
want to issue. Broadly speaking, what this method amounts to 
is that each Colonial Government issues its local currency at a 
seignorage of about 100% in London sterling, and, except for 
Malta, the London cover amounts now to 10-15% more than the 
face value of the issue. Whether part of this sterling cover ought 
now to be released for use by the Colonial Governments is a 
question that need not concern us here. Such a step could be 
taken only if « decision on a change of policy were reached, and 
hence does not represent an unpredictable risk. As the pro- 
cedure works now these reserves of a Currency Board can be 
reduced only when a bank in a colonial territory presents local 
currency for redemption. Then, the sterling paid out by the 
Board is added to the funds of the bank in London. In certain 
circumstances there could be a withdrawal of capital from a 
colony, and this is especially likely in the trading conditions of 
West Africa when commodity prices fall, which would mean that 
the colonial banks would have to pay at least part of the funds 
they obtained from the Currency Board to other banks in the 
United Kingdom whose customers were reducing their colonial 
accounts. But in neither case does the “ loss ” of reserves by the 
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Currency Board mean that sterling is being withdrawn from 
London by overseas owners. And, of course, the increase that has 
taken place in the currency funds since 1939 is the result of the 
additional sterling provided by banks and other concerns to meet 
the needs of colonial business. To go into the details of this 
business would be too lengthy a matter for this note. The 
relevant point here is that with a few minor exceptions the 
currency expansions since 1940 have been financed with sterling 
from banking or trading accounts somewhere in the United 
Kingdom. In no sense are they an overseas loan to this country. 

(b) Sterling Funds of Banks Operating in Colonial Territories. 
There are no Government-owned banks in the colonies (other than 
Savings Banks whose sterling funds are included in Government 
balances), therefore this category of colonial sterling balances 
consists of private assets. But it is convenient to consider it 
ahead of the Government balances, because banking is closely 
connected with the currency position. The question with which 
we are concerned is, what have these colonial bank assets in 
common with the class of sterling balances described in Cmd. 
7324 as “‘ net liabilities of banks in the United Kingdom to their 
overseas offices and other account holders, including funds held 
as cover for overseas currencies.” Colonial banks are required to 
hold or deposit with the Crown Agents a certain reserve for their 
local note issues, but these issues are now insignificant (except in 
Hong Kong) in comparison with the Government issues for which 
the banks have no reserve responsibility. And since no colony 
has a Central Bank, or an internally managed currency, or the 
responsibility for fixing its foreign-exchange rates, its London 
banking funds do not derive from such requirements and pro- 
visions as these. The overwhelming part of the commercial 
banking in colonial territories is carried on by branches of Imperial 
Banks, and in the West Indies by branches of three Canadian 
banks as well. The Hong Kong and Shanghai Banking Corpora- 
tion, with a Head Office in Hong Kong, is a notable exception to 
this pattern, and so is Bermuda, which has only two local banks. 
There are, of course, a number of local banks in addition to 
branches of external institutions in other colonies, especially in 
Malaya and Hong Kong, but the United Kingdom assets held by 
these are relatively small. The balance sheets of the Imperial 
banks show assets comprising the cash of all branches, money at 
call and Treasury Bills, and investments which include Dominion 
and Colonial as well as United Kingdom securities. When a Head 
Office uses some of its London cash to buy more colonial currency 
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for a branch it changes the composition of its cash but not its total. 
The Deposits shown are for the most part the sum of the liabilities 
of the branches, and hence payable in local legal tender on demand. 
But in practice a deposit in a colonial bank is subject to with- 
drawal either by sterling draft or by local cheque, and it is on this 
position that the business of the banks has been built. The 
balance-sheet position of the Imperial Banks has in recent years 
been highly liquid, and there is room for debate as to how far 
London assets are necessary security for local deposits and how 
far they are merely deposited funds held here in default of more 
profitable local uses. But whatever the explanation of their 
presence, they do not represent the property or the policy of 
Colonial Governments, and they should not be confused with what 
Mr. Shannon calls “ official colonial funds.” 

(c) Colonial Government Funds. Colonial Governments 
normally conduct their capital operations in the London market. 
A few have raised loans internally in recent years, but these are 
exceptions. The Crown Agents handle not only the issue and 
redemption of loans, but also all the other financial business of 
Colonial Governments in London, and this is extensive. The 
approximate total of £200 million sterling they held at the end of 
1949 can be regarded as falling into two unequal parts of Special 
Funds, about £150 million, and Working Balances and Temporary 
Surpluses, about £50 million. The first group represents statu- 
tory provision for Sinking Funds, Saving Bank investments, 
pension and depreciation funds and so on. As these mature 
they are used in large part to liquidate obligations incurred by the 
colonies in this country. They do not represent a lump sum due 
to overseas creditors. The smaller group, Temporary Surpluses, 
accrue to the credit of Colonial Governments from various sources. 
Primarily, they mean that some Governments have been collecting 
revenue in excess of their current expenditure. When a Govern- 
ment has a surplus it puts it into the Joint Colonial Fund, which is 
managed by the Crown Agents with a view to providing the best 
yield obtainable on short-term investments. With the increase 
in revenues that took place during and after the war, the balances 
in the Joint Colonial Fund rose, and they were in large part 
treated as finance for the Ten-year Development Plans drawn up 
after 1945. As implementation of most Plans was slow, the funds 
were unspent, but they should be regarded now as working 
balances. At the same time several Colonies have been raising 
loans on the London market. Again, most of these represent 
budget requirements of the Ten-year Plans approved by the 
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Colonial Office, but as each application goes to the C.I.C., and the 
amount approved then has to take its turn in the queue awaiting 
flotation, the proceeds of a loan are likely to be paid into a 
Government’s account with the Crown Agents some time before 
they are spent, at any rate in their entirety. In the meantime, 
they are added to the working balances of the borrowing 
Governments. 

(d) Loans to His Majesty’s Government. This is the smallest 
category of the Colonial balances, and the only one which is a 
direct war-time obligation of this country. The total figure is apt 
to differ by a few million according to whether United Kingdom 
securities bought by private investors are included or not. These 
private subscriptions were largest in Kenya, and will be repaid as 
the certificates falldue. Possibly they represent funds that would 
not otherwise have come to the United Kingdom, but a proportion 
at any rate might have remained in bank balances. Colonial 
Government loans to the United Kingdom, however, represent 
transfers from surpluses that had accumulated with the Crown 
Agents because they could not be spent in war-time conditions. 
Hence they should not be regarded as a net addition to colonial 
balances. They have merely undergone a change of title. 

The £90 million of Dominion and Colonial securities which has 
been included in the official total since 1947 calls for special 
comment. This figure represents the investment of part of the 
currency Funds, Sinking Funds, etc., of some Colonies in the Lon- 
don loans of other Colonies and Dominions, and I have difficulty 
in seeing the sum of this overseas Commonwealth inter-indebted- 
ness as loans made by the colonies to the United Kingdom or as 
external liabilities of this country in any sense. It should un- 
doubtedly be excluded from the official total. 

Mr. Shannon thought that the official figure of colonial 
balances possibly included the funds of the Marketing Boards. 
It is a reasonable assumption, as in view of the function of these 
Boards—to cushion a drop in the prices of the commodities they 
handle—their reserves represent the only ‘“ hot ” element in the 
colonial balances. But in fact the Board’s funds are not handled 
by the Crown Agents and have not been included in the colonial 
total. If they were added, they would go far towards offsetting 
the removal of the overseas indebtedness. It might be remarked, 
however, that these Boards operate in West Africa, and that the 
amount of currency required there each season is directly pro: 
portionate to the prices of export crops. Therefore, if a Marketing 
Board reduced its sterling balances by supporting farmers’ prices, 
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it would prevent the banks redeeming in London that volume of 
currency which would have become redundant at lower prices. 
In these circumstances, reducing the Marketing Board balances 
means preventing a reduction in those of the West African Cur- 
rency Board, so the position of the former as a United Kingdom 
liability should not be regarded in isolation. 

But if we are concerned with the overall sterling liabilities of 
this country to colonial territories, must we not take account of 
the funds of the public corporations established for colonial 
development, and of the various ex gratia payments for which 
Parliament has made appropriations? The Development and 
Welfare Act of 1945 provides £120 million for the period 1946- 
56; the Colonial Development Corporation has power to spend 
£110 million, and the funds of the Overseas Food Corporation must 
be regarded as a colonial commitment at least to the extent of the 
£30 million for phantom groundnuts in Tanganyika. In addition, 
the Secretary of State’s annual report regularly records £10- 
15 million paid to various colonies for special assistance. Under 
none of these heads are the funds a future liability of the recipient 
colony. They have been voted that they may be rapidly spent, 
and their expenditure will certainly increase current “‘ unrequited ”’ 
export froms the United Kingdom. It would seem, therefore, 
that they represent more pressing external liabilities of this 


country than the figures actually used in the official estimate of 
colonial sterling balances. 


I. C. GREAVES 





OBITUARY 
Pure BARRETT WHALE 1898—1950 


Paitre BARRETT WHALE was born in London on March 23, 
1898, and died in hospital in Liverpool on March 16, 1950. His 
father Philip was of Wiltshire stock; his mother, Katherine 
Harries, came of an old Pembrokeshire family; and the West 
Country was in his bones and in his heart. With his only sister 
Gwendolen, now senior lecturer in history at Cardiff, his touch to 
the end remained close and intimate. His early education in 
Cardiff was handicapped by difficulties of finance and of health, 
and was largely a matter of private study. Nevertheless, he won 
a scholarship to the University College of Cardiff, and read for 
the London external B.Sc. degree in economics, in which, however, 
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he obtained only a second class. The critical tendency of his 
mind was stimulated by the teaching of the then Professor of 
Economics, W. J. Roberts, who also helped him to acquire a 
thorough knowledge of German, which he was afterwards to turn 
to good account. Another who recognised his quality and urged 
him towards an academic career was the Professor of Philosophy, 
now Sir Hector Hetherington. 

At the age of only twenty-one, he was appointed a lecturer, 
both intra- and extra-mural, at Birmingham under W. J. Ashley; 
and there is extant the latter’s testimony to his scholarly qualities, 
his mature bearing and his successful handling of his classes. In 
1928 he moved to the London School of Economics, where, first 
as lecturer and then (1930) as Reader in Banking and Currency, 
he was to do the main work of his life. The then head of the 
Department was fairly often away on important public duties; 
then, afteravacancy of a year (1937-38),a successor was appointed 
who functioned for two terms only out of a nominal tenure of 
more than five years; then followed another vacancy. Whale 
was the one continuing element in the department, wholly 
responsible for the organisation of the teaching programme, in 
which his own lectures played a pivotal part, presiding over the 
flourishing Banking Society, bearing (especially under the exigen- 
cies of war and evacuation) a heavy load of subsidiary duties 
and impressing a long succession of day and evening students 
with his scholarly dignity and mature wisdom. Standing a 
little apart from the clash of dogmas and the changing fashions of 
thought, he exerted a stabilising influence, but by no means a 
negative one. “To assist him,” writes Professor Sayers in the 
preface to the new edition of his Modern Banking, “ was to have 
at hand a rich and generous source of ideas, inspiration and 
encouragement.” Among senior colleagues he was a trusted 
counsellor, deeply valued for the balance of his mind, the integrity 
of his judgment and the utter unselfishness of his disposition. 

In 1945 he was appointed to the Chaddock Chair in Economics 
in the University of Liverpool, which he vacated two years later 
for the Brunner Chair in Economic Science in the same Univer- 
sity. He welcomed the challenge presented by these appoint- 
ments to extend the range of his studies, and set himself, in the 
domain of general economic theory, to cultivate, and to train 
others in, the same broad and speculative approach which had 
marked his work in his own more special field. But this need 
for a re-orientation of his studies, together with the heavy burden 
of administration and teaching which fell to him as a result of 
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sundry changes in staff, interfered with the various plans for 
publication of which his head had been full at the end of the war ; 
and he was not able to add significantly to his list of published 
works. 

These comprised two books and a series of articles, mostly 
published in Economica in the 1930s. His first book, Joint-stock 
Banking in Germany (1930), was the fruit of laborious research, 
including a number of visits to Germany, where he made many 
personal contacts. It is a solid and scholarly work, and remains, 
as far as I know, the only authoritative treatment of its subject 
in the English language. Elaborating on the theme that “the 
distinctive characteristic of joint-stock banking in Germany is 
the integration of branches of finance which elsewhere are often 
separated,” Whale arrives at the considered conclusion that 
“ probably it would be true to say of the past that the German 
banks were largely responsible both for Germany’s rapid advance 
in industry and for the amplitude of her trade movements, and 
that they could hardly have induced the one without the other.” 
The book was published on the eve of the great storm in which 
the German banks, like so much else, foundered in ruin; it is to 
be hoped that some scholar, working on its basis, will soon bring 
the narrative and the appraisal up to a later date. 

The volume on International Trade in the Home University 
Library (1930) constituted at the time an excellent introduction 
to the subject, simply and lucidly written without being trivial 
or patronising, and judiciously combining old and new strands of 
thought; after twenty years of rapidly changing conditions, it is 
still fresh and suggestive to re-read. Some of its themes are 
further developed in the Economica articles, which Whale always 
hoped to make the nucleus of a connected book on International 
Monetary Economics. In the most important of them, The 
Working of the Pre-War Gold Standard (February 1937), the main 
suggestion is that, in the event of a falling-off in the demand for 
a gold-standard country’s exports, the sequence of events had 
often been, not an efflux of gold and a consequent rise in interest- 
rates and contraction of credit, but a transmitted decline in money 
incomes, leading to a spontaneous contraction of credit and (per- 
haps) a consequent efflux of redundant gold, repelled by a low 
interest rate rather by its flight compelling a higher one. This 
interpretation of the part played by the banking system in the 
processes of deflation and inflation as being a relatively passive 
one is more fashionable now than it was when Whale, rightly and 
courageously tracing it back to the defeated adherents of the 





442 THE ECONOMIC JOURNAL [JUNE 


“‘ Banking Principle,” helped to resuscitate it. His own careful 
formulation, while rendered in places rather obscure by a gallant 
attempt to tie it up with the elusive concept of the natural rate of 
interest, does not, as I understand it, claim that this way of look- 
ing at things covers the whole truth or disproves the necessity 
or the efficacy, in certain circumstances, of an active “ central 
banking policy,” whether its objective be external or internal 
stability. 

Barrett’s marriage in 1929 to Winefride Hunt, then Assistant 
at the London School in the Department of Geography—a subject 
which she continued to teach later—was a source of deep happiness. 
They had no children; but their instinct for home-building later 
found vent in an act of adoption planned on a characteristically 
generous scale, which raised the family circle at a blow from two 
to five! The cataract from which Barrett suffered in recent 
years was a specially trying affliction for one who delighted in the 
use of his eyes not only for purposes of scholarship; he had a keen 
appreciation of the visual arts, and above all a joy in the English 
countryside which will be remembered by all who saw him in the 
Cotswold cottage which for several years was his greatly loved 
retreat. This love of the countryside helped him to take pleasure 
in a piece of public service which lay rather apart from his main 
field of study—his membership, during and since the war, of the 
Agricultural Wages Board. 

For all his previous patches of ill-health, the final premature 
end came unexpectedly. Some sentences from a letter written 
by a junior member of his staff which I have been privileged to 
see recall by their simplicity and dignity Plato’s immortal account 
of the last hours of another teacher and friend of the young. 


“When I got there, he told me that he wished to say his 
farewells and asked me especially to remember him to —— 
. . . It was, I think, typical of him that he should be think- 
ing of his friends at that moment and that, then, with great 
dignity and courage he should express his regret that he was 
leaving us with such a burden of teaching, and his third year 
students with his duties unfulfilled. It was very moving and 
upsetting. I know that vou will be as shocked as we are at 
his passing.” 

D. H. RoBErtson 
Trinity College, 
Cambridge. 
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CURRENT TOPICS 


Tue Annual Meeting of the Royal Economic Society will be 
held at the London School of Economics at 5 p.m. on Friday, 
July 6,1951. Tea willbeserved from4.15p.m. After the formal 
business the Society will be addressed by the President, Professor 
Sir Hubert Henderson. 





WE congratulate Mr. R. F. Kahn, Fellow of King’s College, 
Cambridge, on his election to a newly established Chair of 
Economics in the University of Cambridge. 





WE congratulate also Mr. R. C. Tress, Reader in Public 
Finance at the London Schoo! of Economics and Political Science, 
on his election to the Chair of Political Economy in the Univer- 
sity of Bristol. 





WE enclose in this issue a form of application for the first 
two volumes of The Works and Correspondence of David Ricardo, 
which is being offered on special terms to Fellows of the Royal 
Economic Society. 





Tue following have compounded for life membership of the 
Royal Economic Society : 


Armstrong, P. C. Cassin, R. F. Sleeman, J. F. 
Calver, J. W. A. Ruggles, Mrs. N. D. Watson, W. 


The following have been admitted to membership of the 
Society : 


Akinbode, G. T. A. Caralopoulos, N. E. Elsdon, A. E. 
Allan, R. Chow, R. Fekete, E. B. 
Atkinson, R. Chubb, J. B. Fenton, T. 
Attridge, J. Codevilla, P. Fraenkel, Dr. R. 
Barraclough, J. T. Das, Prof. T. Froozan, M. 
Bartlett, G. E. Diamond, N. Gaunt, L. 
Beale, W. H. E. Doncel, Prof. J. V. Genovese, F. C. 
Blacktop, G. L. Dutt, K. K. Gibson, F. A. 
Bredin, J. F. Dutton, J. A. Glover, F. J. 
Brown, A. J. Y. East, A. G. E. Goldberg, G. B. 
Caddick, A. F. Edwards, L. N. Grant, J. McB. 
Camus, E. F. Ehrlich, Prof.O.H. Griffiths, J. H. 
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Hacker, A. W. 
Hahn, F. 
Harris, J. R. G. 
Heatherington, D. F. 
Holbik, K. 
Howell, W. H. M. 
Hughes, C. D. 
Jacobs, E. N. 
Jain, P. K. 
James, Prof. K. 
Jones, F. 
King, L. G. 
Kishore, A. 
Knox, B. H. 
Lamb, Y. M. 
Livesey, 8. B. S. 
Locke, E. 
MacKenzie-MacLean, 
J.N. 
MacLeod, A. 
Mante, A. 
Mark, T. C. 
Maynard, G. W. 
Morris, J. G. 
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Munyard, B. J. 
Murphy, H. C. 
Murphy, J. P. 
Nadar, V.S. K. D. 
Ng, R. G. L. 
Niebyl, Prof. K. H. 
Owens, H. J. 

Paul, T. F. 

Perkins, M. L. 
Peterson, K. 
Pinchen, Miss M. D. 
Poko, M. T. 
Powesland, P. G. 
Prasad, T. G. 
Preston, A. Z. 
Prior, P. J. 

Quinto, L. J. 
Robertson, Dr. C. J. 
Ronimois, Prof. H. E. 
Rubin, J. 

Russell, T. B. 
Sabnis, G. S. 
Sandham, W. K. 
Scott, J. E. 
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Scottis, G. G. 
Scutt, L. J. 
Seng, L. H. 
Smith, J. A. E. 
Sood, M. P. R. 
Stewart, C. A. L. 
Subramanian, T. V. 
Tabourian, A. K. G. 
Theo-Jones, D. 
Tidy, E. A. 
Tong, W. W. 
Tryfon, A. T. 
Tunon, A. G. 
Wadia, A. R. 
Watterson, G. S. 
Weetman, J. H. 
West, K. 
Wheeler, G. E. 
Williams, Prof. H., 
Jr. 
Williams, D. J. 
Willmott, J. K. 
Wong, W. C. 


The following have been admitted to Library membership of 


the Society : 


Ahmedabad Millowners’ Association. 
Cleveland College Library. 

East Holborn Library. 

ECAFE Library, Bangkok. 
Guardian Life Insurance Co. of America, New York. 
Inter-American Institute of Agricultural Sciences, Costa 


Rica. 


Iron & Steel Corporation of Great Britain. 
Karnatak University Library (Library composition). 
Maryland State College. 
Oxford University Delegacy for Extra Mural Studies. 
Petroleum Dept., Ministry of Finance, Israel. 

State Bank of Pakistan, Karachi. 
Sydney Technical College. 
University of Bridgeport. 

Wilson College Library, Chambersburg. 





RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society (Series A). 


Vou. CXIII, Part IV, 1950. Movements in the Real Product of the United 
Kingdom, 1946-1949: W. B. Reppaway. Statistics Relating to the 
U.K. Iron and Steel Industry : R. M. SHongr. U.K. Tobacco Statistics. 
Electricity and Gas Statistics: G. H. Dantet. The Sugar Industry: P. 
Lyte. Wholesale Prices in 1949 : Epiror OF THE Statist. 


Economica (New Series). 


Vou. XVIII, No. 69, Fepruary 1951. The London New Issue Market : 
F. W. Patsx. Distribution of Harned and Investment Incomes in the 
United Kingdom in 1937-38: E. C. Ruoprs. The Authorship of Sir 
Dudley North’s ‘‘ Discourses on Trade”? : W. Letwin. The Factor and 
Goods Markets: R. Turvey and H. Brems. The Theory of Effort and 
Welfare Economics: A. E. C. Harr. A Note on the Theory of Income 
Redistribution: A. T. Peacock and D. Berry. Evan Durbin, 1906- 
1948 : E. H. PHEetrs Brown. 


The Political Quarterly (Special Number—The Cold War). 


Vou. XXII, No. 1, January—Marcu 1951. Reflections on the Cold War : 
R. H. 8. Crossman, M.P. The Communist Ideology: J. PLAMENATZ. 
Germany and the Cold War: E. Reuter. Russia and Western Europe : 
R. G. Hawtrey. The Policy of the U.S.A.: H. J. Morcentuav. 
France in the Cold War: R. Aron. The Cold War in the East: M. 
Linpsay. Geography and the Cold War: E. M. Hucu-Jones. The 
Cold War in the Balkans : K. Z1uut1acvus. 


The Economic History Review (Second Series). 


Vout. III, No. 2, 1950. London’s Export Trade in the Early Seventeenth 
Century: F. J. Fisoer. Trends in the Export of English Woollens in 
the Fourteenth Century: E. M. Carus-Witson. T'he Geographical 
Distribution of Wealth in England, 1086-1843: E. J. Buckarzscu. 
Investment and Trade between Britain and Argentina in the Nineteenth 
Century: H.S. Ferns. Multilateralism, Baltic Trade and the Mercanti- 
lists: E. ¥. Hecxscuer. The Anglo-Dutch Dispute in the East, 1814- 
1824: H. R. C. Wricut. 


Oxford Economic Papers (New Series). 


Vou. 3, No. 1, Fepruary 1951. The Growth of World Industry : J. Jewxes. 
Real Income and Economic Welfare: A. C. Piaou. Social Accounting 
Today: D. Szers. Some International Aspects of Employment Policy : 
T. Wiztson. A Note on the Cyclical Fluctuations of British Home Invest- 
ment, 1870-1913 : J. 8. Pesmazoctu. The Rise of Administrative Over- 
_ in the Manufacturing Industries of the United States, 1899-1947 : 

. MELMAN. 


International A ffairs. 


Vor. XXVII, No. 1, January 1951. European Defence: A. H. Heap, 
M.P. The Partisans of Peace: D. H. McLacutan. Korea and Asia: 
G. F. Hupson. The Council of Europe, 1950: M. Eprtman. Methods 
of Soviet Domination in Satellite States: B. Brugger. Prince Paul, 
Hitler and Salonika: R. L. Kntstvitcw. The Economic Development of 
Eastern Europe—Review of Materials for Study (Part 1): A. L. Minxss. 

Vou. XXVII, No. 2, Aprit 1951. China and Communism: J. Lirrir- 
JOHN. The German People and Rearmament: T. W. VicErs. The 
Soviet Zone of Germany—A Study of Developments and Policies: H. R. 














446 THE ECONOMIC JOURNAL [JUNE 


Kuuz. Yugoslav-Soviet Relations: H.E. Mmtovan Dsitas. British 
Colonial Policy with Particular Reference to Africa: A. CREECH Jongs, 
Nationalism in Asia—The Eleventh Conference of The Institute of Pacific 
Relations : C. J. CHANCELLOR. The Commonwealth Countries and World 
Affairs: F. H. Sowarp. The Bolshevik Revolution 1917-23 (Review 
article) : I. DEUTSCHER. 


The Manchester School of Economic and Social Studies. 


Vou. XIX, No. 1, January 1951. The Trend towards Economic Planning : 
G. Myrpat. The Advent of Academic Economics in England: S. G. 
CHECKLAND. Remedies for Localised Unemployment: J. SyKEs. The 
Statistics of Absenteeism in Coal Mining : 8. Moos. 


The Sociological Review. 


Vou. 38, Section 2, 1946. The Life of Frédéric Le Play: Dororuy 
HERBERTSON. 

Vou. 42, Section 8, 1950. Economic Insecurity and Stereotypes as Factors 
in Colour Prejudice: A. H. RicnMonp. 


Population Studies. 


Vot. IV, No. 3, DecEMBER 1950. Refined Rates for Infant and Childhood 
Mortality : V.Vataoras. The Cost of Children: A. HENDERSON. The 
Reproductivity of Jews in Canada, 1940-1942 : M. Sprecetman. Birth 
Rate Trends and Changes in Marital Fertility in the Netherlands after 
1937: T. vAN DEN Brink. The Intelligence of Twins—A Comparative 
Study of Eleven-year-old Twins. II.: G. Barctay and J. Maxwe tt. 
Geographical Planning of International Migration—A Franco-Italian 
Project : C. J. ROBERTSON. 


Soviet Studies. 


Vou. II, No. 3, January 1951. The Crisis in Soviet Linguistics : J. Evus 
and R. W. Daviss. Recent Soviet Historiography—IV : R. ScHLESINGER. 
The Problem of Choice between Alternative Investment Projects—Some 
Notes: M. Doss. Mstislavsky’s Treatment of the Time Factor : NtEn- 
Cuinea Yao. 

Vout. II, No. 4, Aprit 1951. Some Problems of Present Kolkhoz Organiza- 
tion: R. ScHLESINGER. The Soviet Supreme Court as a Source of Law: 
A. Krratry. Marr, Stalin and the Theory of Language: M. Miter. 
The Nationalist Trend in Soviet Historiography : A. PowE ut. 


Accounting Research. 


Vou. 2, No. 1, January 1951. American Reports and Accounts—Some 
Lessons for British Accountants: J. R. LANE. Alternative Presentations 
of the Social Accounts: H.C. Epry and A. T. Peacock. A Diagram- 
matic Representation of Standard Cost Variances: D. Sotomons. The 
Form of Government Accounts—I: A. A. Garrett. The Form of 
Government Accounts—II: W. B. Reppaway. Corporate Taxation 
Based on Replacement Cost: P. Wites. The Trade Cycle Meditated 
Anew: F. SEWELL Bray. 


Bulletin of the Oxford University Institute of Statistics. 


Vot. 12, No. 12, DECEMBER 1950. Distribution of Capital in Private Hands 
in 1936-39 and 1946-47 : KaTHLEEN M. Laneiry. Problems of Israel's 
Economy : A. HazLEwoop. 

Vout. 13, No. 1, January 1951. National Income—Third Quarter of 1950: 
D. SEERs in association with P. D. HENDERSON and D. G. HoLianp. 
A ‘** Human Needs” Diet in November 1950 : T. Scuuuz. Variations in 
Unemployment Rates : C. E. V. LEsErR. 

Vou. 13, No. 2, FEBruary 1951. The Distribution of Capital in Private 

Hands in 1936-38 and 1946-47 (Part II): KatTuitren M. Lanotry. The 

Balance of Payments and Domestic Economic Policy : T. BaLoau. 











Qe 














1951] RECENT PERIODICALS AND NEW BOOKS 447 


Vot. 13, No. 3, Marcu 1951. The Inappropriateness of Simple “‘ Flasticity ”’ 
Concepts in the Analysis of International Trade: T. Batocu and P. P. 
StrREETEN. Machinery Prices between the Wars: H. J.D. Corz. The 
National Income in 1950 and Future Prospects : D. SEERs in association 
with P. D. HENDERSON and D. G. HoLuanp. 

Vou. 13, No. 4, Aprit 1951. Hachange Rates and National Income: T. 
BatocH and P. P. StrEETEN. Differences between the Wages of Skilled 
and Unskilled Workers, 1880-1950 : K. G. J. C. KNowtes and D. J. 
Ropertson. Family Expenditure in 1949 (Part I): T. Scuurz. 


London and Cambridge Economic Service. 


Vou., 29, BuLLETIN 1, FeBRuARY 1951. The Armed Economy: R. C. 
Tress. Personal Consumption since the War: W. B. Reppaway. 
Industrial Production—Monthly Index: A. A. ADAMS. Output of the 
Building and Civil Engineering Industries: I. BowEn. Wage Rates : 
A. L. Bowtey. Home Finance: F. W. Patso. A New Share Price 
Index. International Finance: G. 8. Dorrance. The Second Half of 
1950 in the U.S.A.: M. W. Reper. World Commodity Survey: C. F. 
CARTER. 


The Banker. 


Vou. XCVI, No. 300, JAanuaRy 1951. Economic Strategy for Defence. Will 
Commodity Allocation Work? Settling the Sterling Balances. South 
Africa’s Recovery: A. MARTIENSSEN. Israel's Development Problems : 
H. Scutoss and H. Mrniner. Risk Factors in “‘ Foreign” Banking, 
VI—Dividend Collection and the Custody of Securities. Patches in the 
Planning Act. 

Vout. XCVI, No. 301, Fespruary 1951. Lapse in Monetary Policy ? 
Bankers and Retrenchment. How Weak is Russia? Keynes, the Inter- 
nationalist. Bank Profits and Salaries. The German Payments Crisis : 
M. J. Bonn. Differences in Scottish and English Banking: II— 
Differences of Practice: F.S. Tayior. 

Vor. XCVI, No. 302, Marcu 1951. Britain’s Defence Burden: I— 
Apportioning the Strain. II—Impact on Industry: G. Hutton. What 
Bait for Small Savings ? Germany’s Standstill Debts. Should Gold be 
Raised ? C. Gorpon TetTHER. Banking wiih Banks: A. FrtzGERALpD. 
When is a Cheque not a Cheque? R. W. Jones. Differences in Scottish 
and English Banking : II1I—Differences of Law: F.S. Taytor. Boom 
in Group Life Assurance : A SPECIAL CORRESPONDENT. 

Vou. XCVI, No. 303, Apriz 1951. Inflation’s New Guise. Where can the 
Social Services be Cut ? Can the Balance of Payments Stand the Strain ? 
Documentary on Meat: O. R. Hopson. Jrish Banks’ Salary Problem : 
G. A. Duncan. America’s Economic Mobilization: A NEw York 
CORRESPONDENT. T'rends in New York Banking. 


The Bankers’ Magazine. 


JANUARY 1951. Repulse or Defeat. The Banking Year. Money and 
Banking in the Twentieth Century. Recent Legal Decisions of Interest to 
Bankers : C. B. DROVER. 

Fepruary 1951. Retrospect and Prospect: The Bankers’ Views. JInter- 
national Survey: H.E.Evirr. Early Banking, both sides of the Tamar : 
C. E. Hicks. Recent Legal Decisions of Interest to Bankers: C. B. 
DROVER. 

Marcu 1951. Uncontrollable Inflation. Money and Banking in the 
Twentieth Century (The Merchant Banks): I. Dow. The Export House : 
R. Witts. Recent Legal Decisions of Interest to Bankers : C. B. DRovER. 
Donatio Mortis Causa : C. B. DROVER. 

Apri 1951. The Economics of Gouging. Irish Banking and Economic 

Review for 1950. Should Sterling be Revalued ? W. M. ScamMELL. The 

Law of Cheques—The Debate Continues. Recent Legal Decisions of 

Interest to Bankers : C. B. Drover. Traders’ Credits. 
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Barclays Bank Review. 


Vou. XXVI, No. 1, Fesruary 1951. The Battle against Inflation. The 
Paradox of Gold. The Chairmen’s Statements. Keynes and British 
Financial Policy. 


District Bank Review. 


No. 97, Marcu 1951. Stabilisation Policy: S. R. DENNISON. The 
Prospect Before Us: R. H. Fry. Inflationary Pressures. 


Lloyds Bank Review (New Series). 


JANUARY 1951. The Capital Levy: S. P. CoamBers. The Economics of 
Rearmament : E. A.G. Roprnson. The National Coal Board : D. Bury. 

Aprit 1951. Russia in the Modern World: G. H. Botsover. The New 
Commodity Inflation: O. R. Hopson. The Equity in Eclipse: H. 
WINCOTT. 


Midland Bank Review. 
Fresruary 1951. The Bank and the Fund—The Story Continued. 


National Provincial Bank Review. 


No. 13, Fepruary 1951. Britain’s Tourist Industry: Sm ALEXANDER 
Maxwe.u. Dollar Aid in Retrospect. Figuring It Out. 


The Three Banks Review. 


DrEcEMBER 1950. The Essentials for Increased Productivity: L. H. C. 
Trepett. The Art Trade—Import and Export: C. V. PiLKtneTon. 
Some Reminiscences of Drummonds Bank. 


Westminster Bank Review. 


Fesruary 1951. Administrative Despotism and Parliamentary Sovereignty : 
G. W. Keeton. Safety for the Industrial Worker. Canals Yesterday and 
Today. The Farmers’ Co-operative Movement in England and Wales. 


Planning. 


Vou. XVII, No. 322, 1951. Prospect of a Decade. 

Vou. XVII, No. 323, 1951. Government Aid for the Social Sciences.—lII. 
Vou. XVII, No. 324, 1951. The Football Industry—I. 

Vou. XVII, No. 325, 1951. The Football Industry—tIl. 

Vou. XVII, No. 326, 1951. Development Councils. 


Town and Country Planning. 


Vou. XIX, No. 81, January 1951. New Towns. Hemel Hempstead: G. 
Brooke Taytor. Welwyn and Hatfield: R. L. Reiss. Letchworth: Sm 
Eric MacrapyEN. Crawley: Str Tuomas Bennett. Bracknell: 
D. M. Penney. Newton Aycliffe: S. W. Tuomas. Peterlee: A. V. 
Wuuiams. Glenrothes: L. T. M. Gray. East Kilbride: FEvizaBEeTH 
MitcHetit. Manchester's New Towns: R. Nicuotas. Country Towns : 
P. W. MACFARLANE. 

Vou. XIX, No. 82, Fesruary 1951. Jt Can Happen Here!: P. Laws. 
Town Planning and Development in Southern Africa: J. Riaa. <Agri- 
cultural Changes and Rural Living: G. P. WiBBERLEY. The Quandary 
of Qualifications : B. J. CoLLins. 

Vou. XIX, No. 83, Marcu 1951. Planning Problems in the West Riding: 
A. Bates. The Prevention of Smoke: A. Marsu. Discipline in Civic 
Design : Str P. ABERCROMBIE. Legal Notes: A.E.Trewuine. Planning 
for Play: L. E. Wuire. The Problem of Refuse Disposal ; L. C. GALE. 
From Social Science to Town and Country Planning : J. FRIEDMAN. 

Vou. XIX, No. 84, Aprin 1951. New Towns and the Defence Programme : 

R. G. Gostinc. London Housing and Planning : ExizaBetH E. PEPLER. 

Some Planning Problems in Pembrokeshire: J. A. Price. Plan for 
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Coal : P.W.MacrartaAne. Inland Waterways and Planning : Viscount 
Sr. Davips. Planner and Estate Manager: M. Bonn. Legal Notes: 
A. E. Tetitine. The State Forests: J. D. U. Warp. Planning in 
Israel: J. KEABLE. 


Progress (Lever Bros.). 


Winter 1950-1951. The Progress of Turkey: N. MENEMENCIOGLU. The 
Outlook of the Supervisor: HitpE Marcuant. Artists in Advertising : 
J.Bury. The Oil Rivers in the 19th Century: G. Romitty. The B.B.C. 
and Its Public: K. Apam. Food Poisoning Is Avoidable: J. J. 
O'Dwyer. Portrait of a Grocer: H. MassiIncHamM. 


The Canadian Journal of Economics and Political Science. 


Vou. 17, No. 1, Fepruary 1951. Technology and Public Opinion in the 
United States: H. A. Innis. Industrial Relations and Government 
Policy: S. Jamteson. Britain’s Post-War Economic Policy, 1945-50 : 
W.F. Crick. Ezaternal Determinants of the Canadian Upswing, 1921-9 : 
V. W. Matacu. Some Problems in the Study of Hostility and Aggression 
in Middle-Class American Families: K. D. Narcetxe. The Royal 
Commission on Prices: IrnenNE M. Spry. Social Science in Social 
Action: J. R. SEELEY. 


The Economic Record. 


Vout. XXVI, No. 51, DecEMBER 1950. The Budget and the Basic Wage : 
C. CtarK. Progress Report on the Trade Cycle: T. W. Swan. Invest- 
ment and Immigration in Australia in the 1950’s : D. M. BEnsusan-Bott. 
The Importance of Wool in Australia’s National Income : 8. P. STEVENS. 
The Use of Theory in History: J. F. Carrnns. New Industrial Tribunals 
in New Zealand: R. S. Parker. Employment in New South Wales 
Manufacturing Industries, 1877-1938-39 : H. R. Epwarps. 


Review of Economic Progress. 
Vou. 2, No. 7, Jury 1950. The Distribution of Labour between Industries— 
IV 


Vou. 2, No. 8 and 9, Aucust-SEPTEMBER 1950. Consumption of Primary 
Products as a Function of Real Income—I. 


Bank of New South Wales Review. 


No. 3, NoveMBER 1950. The Challenge of Inflation. Teaxtile Fibres New 
and Old. Economic Trends in New Zealand. 


The Ceylon Economist. 


Vou. 1, No. 1, Auaust 1950. National Saving and Economic Development : 
B. B. Das Gupta. The Budget—An Iniquitous Transference of Wealth : 
G. V. S. pe Sirva. The Public Accounts and Estimates Committee : 
N. M. Perera. Unemployment in Ceylon: P. Kanptan. Some 
Problems of Economic Development in Ceylon: G. Corea. The Central 
Bank—An Analysis: W. LappuwaHETTy. The Economics of Rupee 
Devaluation: G. V.8.pE Sttrva. What is National Income? : H. Mince. 

Vou. 1, No. 2, NovemMBer 1950. The Ceylon Wages Boards: K. P. 
MouxersEr. The Theory of Value: P.SANGARAPILLAI. Some Reflections 
on the Purposes of Exchange Control: P. H. StrtwarpHANA. Road-Rail 
Co-ordination in Ceylon : 8. SamaraTunca. An Estimate of the Future 
Population of Ceylon: N.K.Sarxar. Land and Agriculture in Ceylon— 
I: P. Kanptan. Overall Budgetary Policy in an Export Economy: G. 
Conga. Thoughts on Full Employment : H. A. pe S. GUNASEKERA. 


Sankhya (The Indian Journal of Statistics). 

Vot. 10, Part 4, NOVEMBER 1950. Completeness, Similar Regions and Un- 
biased Estimation : E. L. LEHMANN and H. Scuerre. The Estimation of 
the Mean of a Normal Tolerance Distribution : D. J. Finney. Sequential 

No. 242.—vo.. LxI. GG 
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Tests of Null Hypotheses : C. RADHAKRISHNA Rao. Some Contributions 
to Hotelling’s Weighing Designs: K. 8. BANERJEE. A Note on the 
Marginal and the Optimum Size of Holding in Bengal: A. Guosu. A 
Statistical Study on Multiple Cases of Disease in Households: K. K, 
MATHEN and P. N.Cuakxraporty. A Note on the “‘ Report on an Enquiry 
into the Family Budgets of Middle Class Employees of the Central Govern- 
ment”: M. CHanp. Power Function of Chi Square Test with Special 
Reference to Analysis of Blood Group Data: 8. JANARDAN Port. 


Tata Quarterly. 
Vou. 5, No. 4, OcroBER 1950. The Concept of Productivity and Its Uses. 


The Indian Journal of Commerce. 


Vou. 3, No. 11, SepremBer 1950. Costing in Relation to Price-Fixing : 
B.N. Das Gupta. A.C. Sampath Iyenger’s Views on India’s Industrial 
Economy: B. Duar. Cost of Living and the Value of Domestic Manage- 
ment: 8.Sen Gupta. Some Aspects of Economic Planning : B. Brenan. 
Definition of Money : P. Das HasEta. 

Vou. 3, No. 12, DECEMBER 1950. Interest Rate Policy in India Since the 
War: R. N. Popuvau. Rural Savings in India—Their Nature and 
Problem: R. N. Buarracwaryya. Interest Rate Policy in India: 
R. L. Varsuney. Public Corporations: A. 8S. DESHPANDE. The 
Problem of Rural Investment: Y. SESHAGIRI Rao and N. V. A. Narasim- 
HAM. Railway Accounting in India: S. Sencupta. Personnel in 
Public Corporations : R. N. Buasxkara Murty. Public Corporations in 
India: A. N. AGarwata. The Nature and Limitations of Public 
Corporations in the Future Pattern of Indian Economy : 8. Ras Mounor. 
Rural Savings and Investments in India: 8S. K. Bosr. Rural Savings 
and Investment in India with Special Reference to the Kaira District 
(Bombay State): P. H. Panpya. 


Pakistan Economic Journal (Conference Supplement). 


Vou. II, No. 2, December 1950. Presidential Address: Z. Hussain. 
Land Tenure and Agricultural Production: Mirza Nur-vux-Hupa. 
System of Land Tenure and Its Effects on Agriculture in the Punjab: 
A. AscuaR. Indo-Pakistan Trade; B. K. Dey. Indo-Pakistan Trade 
with Special Reference to Jute: R. Aumep. Indo-Pakistan Trade 
Relations: Narma Surtan Beaum. Three Years of Indo-Pakistan 
Trade—A Review: B. Banari. Jute and Inter-Dominion Trade: A. 
Maumoop. Pakistan System of Preferential Duties: A. F. A. Husain. 
Agriculture and Pakistan’s Economic Development: K. Knaus. Agri- 
culture and Fruit Development Possibilities in Baluchistan : A. A. KHAN. 
Six-Year Plan for Pakistan’s Economic Development. 


Journal of the Anglo-Egyptian Chamber of Commerce. 


Vou. 10, No. 4, DecemBER 1950. Plans for Egyptian Agriculture. United 
Kingdom Overseas Investments. British Insurance. Reports from 
Egyptian Industry. 


International Labour Review. 


Vou. LXII, No. 6, DecEMBER 1950. Some Practical Aspects of the W — 
Annual "Holiday : A. Havutor. Profit-Sharing—A Review: 
NarasIMHAN. Handicrafts and Small-Scale Industries in Asian srountries 
—- Possibilities of Co-operative Organisation. Vocational Training 
Organisation in Switzerland. 

Vou. LXIII, No. 1, January 1951. Health and Welfare of Seafarers— 
‘An International Problem : K. Evanc. An Outline of the Social and 
Economic Structure of Iran—I : M. A. DsamatzapEH. National and 
International Measures for Full Employment—The Recommendations of 
the Economic and Social Council. Payment by Results in the Building 
Industry. 
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Vou. LXIII, No. 2, Fepruary 1951. The Status of Domestic Work in the 
United Kingdom: Dorotuy M. Exxiotr. The Claim for a £10 Basic 
Wage in Australia: J. E. Isaac. An Outline of the Social and Economic 
Structure of Iran—II: M. A. DsamatzapEH. Recreation of. North 
African Workers Employed in France. 


United Nations Economic Bulletin for Europe. 


Vou. 2, No. 3, 1950. Review of the Economic Situation in Europe, July- 
September 1950. Europe's Trade with Latin America. Note on Recent 
Changes in Europe’s Balance of Payments. Changes in the Structure of 
Taxation in Europe. 


United Nations Monthly Bulletin of Statistics. 
Vot. 4, No. 12, DecemBer 1950. : 


Quarterly Bulletin of Steel Statistics for Europe (United Nations). 


No. 1, DEcEMBER 1950. This is a new statistical bulletin, published by the 

_ Economic Commission for Europe in Geneva, which presents in a series 
of tables the main figures for 1936-38 and for 1946-50 with monthly 
data for the past two years. In addition to the general tables on a 
standard basis, there are further tables giving national data, in the 
various forms in which they are available, for production of steel and 
use of steel-making materials. 


Public Finance (International quarterly journal devoted to the study of fiscal 
policy and related problems) 


Vou. V, No. 4, 1950. The Monetary Evolution of the Netherlands 1945- 
1950: F. A. G. Kerstine. Monetary Problems of European Unification : 
L. L. Sermon. European Economic Co-operation—A British View- 
point: R. F. Harrop. The Monetary Problems of the West-Huropean 
Union—The Position of France: E. G. p’Estatnc. The Monetary 
Aspects of the Proposed West European Union: F. Coppota D’ANNA. 


The Annals of the American Academy of Political and Social Science. 
Vou. 273, January 1951. Medical Care for Americans. 


The Quarterly Journal of Economics. 


Vou. LXV, No. 1, Fesruary 1951. Prolegomena to a History of Economic 
Reasoning: K. Pripram. Investment Criteria in Development Pro- 
grams: A. E. Kann. The Market Structure of Commercial Banking ir 
the United States : D. ALHapDEFF. A Proposal for Extending the Theory of 
the Firm: W. W. Cooper. European Unification and the Dollar 
Problem: T. Batocu. —Comment: A. Smirures. —Further Com- 
ment: G. HABERLER. Tenure of Leadership in the American Flint Glass 
Workers’ Union: H. Exiswortn Steere. Income Expansion and 
Contraction—A Diagrammatic Representation: J. LERNER. Clandestine 
Capital Movements in Balance of Payments Estimates (A Comment) : 
FLORENCE Jarry. —Reply: J. H. ADLER. 


The Journal of Political Economy. 


Vor. LIX, No. 1, Fesruary 1951. Foreign Economic Aid and Com- 
murism : C. B. Hoover. A Multiple-Country Theory of Income Trans- 
fers: L. A. Mrrzter. Group Behavior and International Trade: 
C. P. KInDLEBERGER. Efficiency in Public Soil-Conservation Programs : 
E.O. Heapy. The Newmann—Morgenstern Utility Index—an Ordinalist 
View: W.J.Baumou. The Rate of Interest and the Marginal Product of 
Capital—A Correction: L. A. Mretzter. M. Allais’s Theory of Interest : 
K. E. Bounp1ne. 
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The Review of Economics and Statistics. 


Vou. ne goa No. 1, FEBRUARY 1951. Meaning and Measurement of 
“ Full” or ‘* Maximum” Employment: T. K. Hitcw. The Strategy of 
Direct Control in Economic Mobilization: J. K. GALBRAITH. Contribu- 
tion of Manufacturing Wages to Regional Differences in Per Capita 
Income: F. A. Hanna. The Revival of Monetary Policy: R. V. Rosa, 
Foreign Aid With and Without Dollar Shortage : H. MENDERSHAUSEN, 
The European Payments Union—Negotiations and the Issues: A. OQ, 
HirscomMan. —Consideration of Some Criticisms : R.HinsHaw. T'ypes 
of Convertibility: A. O. Hirscuman. The Lintner—Butters Analysis of 
iy Effect of Mergers on Industrial Concentration, 1940-1947—A Reply : 

M. Biar and H. F. Hovucuton. —Rejoinder to Drs. Blair and 
uate J. Lintner and J. K. Butrers. -—Comment on Lintner- 
Butters Analysis: J. F. Weston. —Rejoinder to Dr. Weston: J, 
LINTNER and J. K. Burrers. Use and Misuse of Russian Statistics : A. 
GERSCHENKRON. 


Social Research. 


Vout. XVII, No. 4, DecemBer 1950. America and Europe: mutual 
misunderstandings : S. K. Papover. War, Depression and the Presi- 
dency, 1933-50 : C. Rosstrer. Equitable Law—new reflections on old 
conceptions: M. Hampurcer. The Field Theoretical Approach to 
Psychological Research: D. A. EMery. American Policy in Southeast 
Asia; R. Emerson. The Eleventh Wave—Baltic Shores on the Russian 
Tide: P. HeIskKaANEN. International Organizations and Conferences— 
notes of an observer: A. G. Hutu. 


Econometrica. 


Vou. 17, SUPPLEMENT, JuLy 1949. This contains all the fifty Papers read 
to the Washington Meeting of the Econometric Society, held in con- 
junction with the International Statistical Conferences during September 
1947. 

Vou. 19, No. 1, January 1951. The Nonlinear Accelerator and the Per- 
sistence of Business Cycles: R. M. Goopwin. Consumer Substitutions 
between Butter and Margarine: J. N. Morcan. Equilibrium among 
Spatially Separated Markets—Solution by Electric Analogue: 8S. ENKE. 
Report of the Berkeley Meeting, August 1-5, 1950. Report of the Harvard: 
Meeting, August 31-September 5, 1950. 


Foreign Affairs. 


VOL. 29, No. 2, January 1951. Japan and the Crisis in Asia : S. Yosuipa. 
Two Roosevelt Decisions—One Debit, One Credit: S. Wrettes. Partner- 
ship with Asia: P.C.SPENDER. Principles of British Military Thought : 
Sir lan Jacos. Needed—A Strategy for Oil: H.L. Hoskins. The Eastern 
Question in Modern Dress : F. Mactean. Historians in a Revolutionary 
Age: M. Betorr. LEurope’s Northernmost Frontier: J. J. Teat, Jr. 
Rearmament and European Integration: D. H. McLacutan. The 
Buddhism That Was India: V. SHEEAN. German Reparations in the 
Soviet Empire: P. Netti. Vargas Returns in Brazil: C. H. Harina. 

Vou. 29, No. 3, Aprit 1951. Britain in World Strategy: A. EDEN. 
America and the Russian Future: G. F. Kennan. Sea Power— 
Abstraction or Asset? : W. Mirus. The Impact of Rearmament on the 
Free World Economy: R. M. Bissety, Jr. The Philippines—Where 
Did We Fail?: A. Ravennour. South Africa in Afrikaner Hands : 
G. H. Catrin. Israel—The Emergence of a Democracy: A. EBAan. The 
Functional Approach to European Integration: D. U. SvrkKER. Crisis 
and Reform in French North Africa: C.-A. JULIEN. Canada, Free ~ 
Dependent: J. A. Stevenson. Indo-China on the Razor’s Edge: &. 
Torrinc. Economic Bases of Unrest in Burma: P. Avy. The Thirty- 

Eighth Parallel: A. L. Grey, Jr. 
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The Southern Economic Journal. 


Vor. XVII, No. 3, January 1951. On the Theory and Measurement of 
Treasury Interest Saving: J. CoHEN. Cotton Competition—U.S. and 
India—1929-1948 : KR. Branpis. Selling California Cotton, 1944- 
1948: C. O}DonneEtt. Blue Sky Laws of the Southeastern States: J. B. 
McFerrin. Js a Theory of Wages Possible?: F. Meyers. Price 
Supports and the Distribution of Agricultural Income : C. L. CocHRan. 


Journal of Farm Economics. 


Vou. 32, No. 4, Part I, NovemBer 1950. The European Recovery Pro- 
gram: J. H. Ricuter. The Economics of Land Classification for 
Irrigation: W. McMartin. The Politics of Agriculture in the United 
States: C.M.Harpin. Some Economic Changes in Food Manufacturing : 
A. B. Paut. Farm Housing in the United States and Recent Farm 
Housing Legislation: P. E. Grayson. Measuring the Volume of Agri- 
cultural Production: H. Krause. Short Run Demand and Supply in the 
Hog Market: G. TotiEy. 

Vout. 32, No. 4, Part II, NovempBer 1950. Procrepincs NuMBER. 
Economic Position of the South: R. D. Catxins, G. H. Auun, C. R. 
Sayre, R. W. Brerman, R. E. Proctor, E. L. Lancsrorp and C. W. 
ALLEN. Cotton: M. K. Horns, Jr., F. J. WetcuH and D. G. Mitey, E. D. 
Waite and B. T. Lanuam, Jr. Agriculture and World Trade: J. C. 
Bottum, J. E. Writs, H. R. Tottey and L. W. Wirt. Agricultural 
Policy: D. G. Jounson, A. BREKKE and F. V. WavuexH. Agricultural 
Statistics : O. V. Wetts, B. R. Stauser, H. M. Taytor and D. Paart- 
BERG. Tobacco: E. L. Jackson, R. C. Austin, L. R. Martin, A. G. 
Conover and C. E. Gace. Marketing and the Commodity Credit Corpora- 
tion: O. C. Sting, C. C. Farrineton, G. SHEPHERD, W. W. CocHRANE, 
K. J. McCatuister, E. W. Gaumnitz, H. L. Coox, H. M. SourHworts, 
A. G. Maruis, L. Spencer, F. F. Heptunp, J. B. Rosperts and H. G. 
HaMILton. Co-operation: H. E. Erpman, J. G. Knapp, E. F. Korier, 
W. Z. Hirscn, E. A. Perrecaux and F. Rosorxa. Land Economics 
Research in Retrospect and Prospect: E. H. Wiecxinc. The Landlord— 
Tenant Relationship Program in North Carolina: J. C. Powe tt, 
EvcentaA P. VANLANDINGHAM, R. L. HEenprRix, Nancy W. Lewis, 
W. L. Turner, C. B. Ratcurorp and L. ScoruBEN. Economic Theory 
and Farm Management Problems: I. F. Fettows, H. B. Jamgs, 8. A. 
Encene, L. C. CunnincHam, R. E. L. Greene, E. O. Heapy, G. L. 
Jounson, C. B. Haver, K. L. Bacuman, E. J. Nesrus and E. O. Heapy. 


The Journal of Economic History. 


SUPPLEMENT X, 1950. The Tasks of Economic History (papers presented 
at the tenth annual meeting of the Economic History Association, New 
York, September 15-16, 1950). The Role of Government and Business 
Enterprise in the Promotion of Economic Development. The State and 
Measurement: S. Fasricant. The Oceanic Expansion of Europe: 
F. C. Lange and J. C. Riemersma. The Development of the North 
American Railroads: M.S. Heats and T. C. Cocnran. The Rise of 
Modern Industry: R. H. Bowen and R. W. Hipy. Contemporary 
Programs : R. Tirana and W. W. Rostow. 


Industrial and Labor Relations Review. 


Vou. 4, No. 2, January 1951. First National Conference on Ageing : 
J. L. Tuurston. Changing Trends under Old-Age and Survivors In- 
surance, 1935-1950 : J. Pertman. Aspects of Legislative History of the 
Social Security Act Amendments of 1950: W. J. Couen. A Profile of 
Labor Arbitration: E. L. Warren and I. Bernstein. The Printing 
Foreman—Union Man: A Historical Sketch: Eizapetu F, Baker. 
Collective Bargaining in France: A. SturmTHat. A Union's Steward- 
training Program: G. W. Brooxs and Sara Gam. Maturity in 
Industrial Relations : A Case Study: M. J. Baum. 
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Studies in Business and Economics. 


Vou. 4, No. 3, DEcEMBER 1950. Measuring Newspaper Readership— 
Critique and Experiment. 


Review of Social Economy. 


Vou. IX, No. 1, Marcu 1951. The Philosophy of Current Monetary and 
Credit Policy: M. S. Szymozax. Quadragesimo Anno: MSchumpeter’s 
Alternative to the Omnipotent : J. SoLTERER. The Proper Monetary Role 
of the State in Catholic Teaching: R. J. McEwen, S.J. The Usury 
Element in Inflation : B. W. DeEmpsEy,8.J. Ethical Aspects of Monetary 
Reform: R. P. Kent. 


Harvard Business Review. 


Vou. XXVIII, No. 6, NovEMBER 1950. Guideposts to Industrial Mobiliza- 
tion: E. A. Tupper. Pricing Policies for New Products: J. Dean. 
Concentration of Power in the American Economy : C. Witcox. Should 
Banks Buy Long-Term Bonds? : J.J. MoyNaHan. Corporate Financing 
by Direct Placement: E. R. Corry. The Industrial Designer and the 
Businessman : H. DreyFruss. Economic Life in Russia’s Orbit—II: 
eR: K. Marcoutp. Pension Plans—Check List for Administrators : 

. J. JUSTIN. 


Revue d’Economie Politique. 

Vot. 60, No. 5, SepremMBER-OcTOBER 1950. La réforme monétaire de 1948 
dans l’ Allemagne occidentale: B. Nocaro. L’emploi des modéles pour 
Vélaboration d’une politique économique rationnelle (Ire partie): R. 
Friscu. La notion de léquilibre chez Joseph Schumpeter : J. DUMONTIER. 
Contribution @ une théorie des fonctions de cotit: M. VERHULST. 

Vo. 60, No. 6, NovEMBER—DECEMBER 1950. Le probléme du plein emploi 
et les experts des Nations Unies: M. BountaTian. L’emploi des modéles 
pour Vélaboration d’une politique économique rationnelle (2e et 3e parties) : 
R. Friscu. L’explication des mouvements de prix en conjoncture (2e 
partie): A. Vincent. Une étude d’économie synthétique—le ‘‘ Modéle” 
de Leontieff : P. MaILLer. 


Revue Economique. 


No. 3, OcroBeR 1950. Le probléme monétaire francais depuis la fin du 
deuxiéme conflit mondial : J. G. Mrericot et P. Coutsois. La politique 
monétaire belge de 1944 a 1949 et la doctrine monétaire : L. H. Duprizz. 
Problémes monétaires britanniques contemporains : J. L. Guauretmi. La 
réforme monétaire en Allemagne occidentale: M. Mirzaxis. La réforme 
monétaire soviétique: C. BETTELHEIM. Commerce extérieur, revenu 
national et dévaluation : J. BouDEVILLE. Biologie économique. L’impét 
sur la monnaie: A. Sauvy. 

No. 4, NoveMBER 1950. Le flux et le ieflux des billets dans le bilan de la 
Banque de France : A. Boccon-GiBop. Marché monétaire et conjoncture 
économique: J. Denizet. Trois théories de Vintéret du capital: H. 
Denis. Réflexions sur l’imputation: G. Dessus. Socialisme et théorie 
économique contemporaine: J. BoupEVILLE. L’évolution du niveau de 
vie des classes ouvriéres: J. Fourastig. La politique américaine de 
soutien des prix agricoles. 


Statistiques et Etudes Financieéres. 


SuppréMent Finances Compartes, Nos. 5-6, 1950. Etats-Unis—Le 
budget fédéral pour Vexercise 1950-51.—La revue économique de l'année 
1949. Le rapport de la Commission Hoover sur le budget et la comptabilité 
publique. Grande-Bretagne—L’ exposé du budget de 1950-51.—Le revenu 
national et les dépenses du Royaume-Uni de 1946 a 1949.—Le rapport de la 
Commission de 1éforme de la comptabilité publique. 
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SUPPLEMENT STATISTIQUES, No. 7, 1950. Balance des payements de l’année 
1949 entre la zone franc et les pays étrangers. Les contributions directes et 
taxes assimilées en 1948. Les contributions indirectes en 1947 et 1948. 

No. 8, 1950. Le Budget de 1950. 

No. 24, DECEMBER 1950. Larémunération des fonctionnaires civils titulaires 
de V Etat 4 Vissue du reclassement. La situation financiére des départe- 
ments, des communes et des établissements hospitaliers a la fin de l’exercice 
1949. Allemagne occidentale—La situation financiére en 1950 et le budget 
fédéral de 1950-1951. Grande-Bretagne—L’évolution du marché monétaire 
de Londres depuis la fin de la guerre. 

No. 25, January 1951. La Sécurité sociale en France et a l’Etranger (a 
suivre). L’évolution dela situation financiére au cours du troisiéme trimestre 
1950. Belgique: le budget de 1951. Pays-Bas : le budget de 1951. 

No. 26, FeBruary 1951. Le projet de budget 1951. L’évolution des 
disponibilités monétaires et du crédit bancatre au cours du troisiéme 
trimestre 1950. Commonwealth britannique—Le plan de Colombo et le 
financement de la mise en valeur du Sud-Est asiatique. Suisse—Le budget 
1951. 

No. 27, Marcu 1951. Rapport sur les comptes économiques de la Nation. 
La Sécurité sociale en France et a Vétranger (suite et fin). Statistiques. 
Etats-Unis—Les messages du Président au Congrés : le budget économique 
de la Nation et le budget du gouvernement fédéral. L’effort de défense, les 
mesures d’ordre économique et financier. 





Journal de la Société de Statistique de Paris. 


Vox. 91, Nos. 10-12, OctoBER—-DECEMBER 1950. Définition et évolution de 
Vinégalité des revenus : LE BARON MourrRE. Sur la nation statistique 
d’aberrance: C. Penaitaov. Chronique des statistiques bancaires et des 
questions monétaires: P. Causout. Distribution des prix ralatifs et 
conception statistique des nombres indices : G. DEFRANCE. 


Revue de Science et de Législation Financiéres. 


Vou. XLIII, No. 1, January—Marcu 1951. Dépense publique et bien-étre 
économique (avec référence spéciale au probléme des subventions inter- 
gouvernementales): H. Somers. Sociétés commerciales et actionnaires 
britanniques face AV Income Tax : H. LAUFENBURGER. Répercussion du 
plan Marshall sur économie et les finances grecques : M. Denpias. Le 
point de vue théorique de la parafiscalité: E. Morsretui. Le Crédit 
Foncier de France et les n di "4 tissement dans la con- 
struction: J. KREITMANN. Chronique financiére frangaise—Le finance- 
ment du réarmement dans une économie de reconstruction: H. Krier. 
ac agg de crédit public—Evolution du crédit public en 1950: G. 

EHOVE. 





Economie Appliquée. 


Vou. III, No. 2, Aprit—JuNE 1950. Note sur le dynamisme de la domina- 
tion: F, Perroux. La recherche du prix optimum dans les exploitations 
@'intérét public aux Etats-Unis d’ Amérique: P. Baucuet. L’influence 
du comportement des groupes sociaux sur le développment dune inflation. 
I. Une hypothése de travail—l’ inflation, conséquence monétaire du com- 
portement des groupes sociaux: H. Avsac. II. Une illustration— 
Pinflation contenue en Grande-Bretagne: Y. Matneuy. Réflexions dun 
théoricien sur le systéme bancaire anglais contemporain: R. S. SavERs. 
Comptabilité et économie théorique: E. ScHNErDER. Calcul symbolique 
et calculs financiers : G. TH. GUILBAUD. 


Annales de Sciences Economiques Appliquées. 

Vou. 8, No. 4, NoveMBER 1950. Aspects sociologiques de la coopération 
entre la direction des entreprises et les syndicats: G. A. Briers. La 
politique monétaire de la Belgique et ses répercussions sur la situation de nos 
paiements extérieurs: R. AtLoo. Les foires internationales, organismes 
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modernes de la distribution: P. BRUYNEEL. Quelques réflerions sur le 
dynamisme publicitaire américan : Y. CHERON. Le facteur humain dang 
Véconomie industrielle : J. DusBots. 


Documentation Economique. 
Vou. IX, No. 33. Analyses des articles parus au 2° trimestre 1950. 


Bulletin de U' Institut de Recherches Economiques et Sociales. 


Vout. XVI, No. 7, NovEMBER 1950. Essai sur deux aspects de l’intégration 
sociale: J. Lectercg. Les femmes universitaires. Etude préliminaire 
des diplémées de l Université de Louvain: CLAIRE LEPLAE. Centres de 
documentation et périodiques de sciences sociales : D. SzaBo. 

Vou. XVI, No. 8, DecemBER 1950. La conjoncture économique de la 
Belgique : M. WotrTrin. 

Vou. XVII, No. 1, Fesruary 1951. La théorie quantitative de la monnaie 
en conditions de sous-emploi. Doctrine et applications de conjoncture 
économique : L.-H. Duprigez. Les phases de la conjoncture au sein de la 
firme. Les agencements cycliques des cotits de production dns un char- 
bonnage belge 1836-1939 : F. Bizy. 

Vou. XVII, No. 2, Marcu 1951. La conjoncture économique de la Belgique : 
M. Woltrin. 


Revue de l’ Institut de Sociologie. 


Nos. 2-3, 1950. Les deux sociologies de Cournot: J. PAuMEN. Le 
Borinage (XXIIe Semaine Sociale Universitaire : 11-16 septembre 1950). 


Schmollers Jahrbuch fiir Gesetzgebung, Verwaltung und Volkswirtschaft. 


Vot. 70, No. 6, 1950. Karl Diehl und die sozialrechtliche Richtung in der 
Nationalékonomie : A. Hesse. SBeitrdge zur statistischen Problemstellung 
in der Untersuchung von gesellschafilichen Tatbestinden : F. BELow. Die 
puritanische Revolution und die Leveller-Bewegung (III): Wotrcane 
JAHN. 

Vou. 71, No. 1, 1951. Grundfragen der Wirtschaftspolitik : R. BUCHNER. 
Fraueniiberschuss und Frauenarbeit. Eine Untersuchung auf Grund der 
Volks-und Berufszéhlung von 1946 : HERTHA SIEMERING. Ursprung und 
Zustrom. Stilkritische Beitrige zum Kontinuitdtsproblem in der Wirt- 
schaftsgeschichte Deutschlands : H. BECHTEL. 


Weltwirtschaftliches Archiv. 


Vou. 65, No..2, 1950. J. A. Schumpeter—der Theoretiker : E. SCHNEIDER. 
Schumpeter and Keynes: D. McCorp Wricut. Joseph A. Schumpeter 
as a Sociologist: H. von BEecKERATH. Wirtschaftsordnung und Wirt- 
schaftspolitik : H. Rirscnut. Die moderne Beschdftigungstheorie und die 
gegenwartige Arbeitslosigkeit in Westdeutschland : H. QuantE. Lebens- 
haltungskosten und Rationierung : K. W. Rotruscuitp. Hin Nachwort: 
O. ANDERSON. 


Allgemeines Statistisches Archiv. 


[This is the first issue since publication ceased at the time of the 
collapse of Germany. The new Series is edited by Karl Wagner and 
published by Leibniz at Munich.] 

Vou. 33, No. 1, 1949. Friedrich Zahn zum Geddchtnis : W. HENNINGER. 
Neue Wege fiir die Volkszdhlung: K. Szamerrat. Werdegang und 
gegenwartiger Stand «ies statistischen Hochschulunterrichtes unter besonderer 
Wiirdigung seines Begriinders: CHARLOTTE LORENZ. Der statistische 
Unterricht an deutschen Universitdten und Hochschulen : O. ANDERSON. 
Neuere Stichprobenverfahren in der amtlichen Statistik unter besonderer 
Beriicksichtigung amerikanischer Erfahrungen: H. KELLERER. Ver- 
handlungen der Deutschen Statistischen Gesellschaft am 22. September 
1948 in Miinchen. Tagung des Verbandes Deutscher Stddtestatistiker in 
Miinchen am 21. September 1948 : K. BunRrow. 
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Vou. 34, No. 2, 1950. Industrielle Qualitdtsiiberwachung. Eine neuere 
Anwendung statistischer Verfahren: A. LinpEeR. Okonometrie und 
Statistik in ihrer gegenseitigen Beziehung : J. TINBERGEN. Die Familien 
—und Haushaltungsstatistik im Rahmen der Volkszaéhlung 1950: K. 
HorstMaNn. Die Rolle der Statistik in einer geplanten Wirtschaft: G. 
Bonpvt. Kosten und Zeitaufwand des amtlichen statistischen Dienstes : 
G. H. Horn. Mathematik und Statistik: P. FuaskKAMPER. Neue Wege 
der regionalem Gliederung in der Statistik der USA: O. BoustTept. 
Wahlauswertungen : R. SCHACHTNER. Wéiederaufbau der ésterreichischen 
Stddtestatistik : H. HEIDENWAG. 

Vot. 34, No. 3, 1950. Zur Frage der Reallohnberechnung : G. First. Ein 
Schlusswort zur Diskussion iiber die Unsicherheitsspanne bei der Berechnung 
der Indexziffern der Lebenshaltungskosten und des Reallohns : O. ANDER- 
son. Die reprdsentative Vorwegaufbereitung der landwirtschaftlichen 
Betriebszdhlung 1949 : J. Rass. Mathematisch-statistische Bemerkungen 
zur reprdsentativen Vorwegaufbereitung der landwirtschaftlichen Betriebs- 
zihlung 1949: H. StrecKER. Zum Wohnungsbegriff der Wohnungszah- 
lung 1950: P. DENEFFE. Zur Bestimmung des dichtesten Wertes: K. 
FREUDENBERG. 


Zeitschrift fiir die Gesamte Staatswissenschaft. 


Vor. 107, No. 1, 1951. Krise der Intelligenz: J. DOBRETSBERGER. 
Fiihrerschaft, Demokratie, Ethik. Eine Kritik von Leonard Nelsons 
Demokratie und Fihrerschaft : L. H. GRUNEBAUM. Die neue Verfassung 
der Internationalen Arbeitsorganisation : H. Bttcx. Die Industrialisie- 
rung Siiditaliens : F. VOcutrne. A Note on the Cyclical Fluctuations of 
the Volume of German Home Investment, 1880-1913 : J. S. PESMAZOGLU. 


Wirtschaft und Statistik. 

Vou. 2, No. 9, DeceEmBER 1950. Das Volkseinkommen und Sozialprodukt 
im 1. Halbjahr 1950. Die Nahrungsmittelpreise nach den Wirtschafts- 
rechnungen u. der Einzelhandelspreisstatistik. Finanzstatistische Kenn- 
ziffern im kommunalen Haushalt. Die Sterblichkeit an Tuberkulose. 
Beschaftigung und Arbeitslosigkeit vom Frihjahr bis Herbst 1950. Die 
Maschinenverwendung in den land-und forstwirtschaftlichen Betrieben. 

Vou. 3, No. 1, JANUARY 1951. Die Finanzen der Gemeinden 1949-50. Die 
Neuerkrankungen und Sterbefdlle an Scharlach. Der Viehbestand am 
2. Dezember 1950. Die Entwicklung der Eisen-und Stahlerzeugung seit der 
Wahrungsreform. Das Bauhauptgewerbe im Oktober—November 1950. 
Die Kapitalumstellung der Aktiengesellschaften. Die éffentliche Fiirsorge 
im 1. und 2. Rechnungs-vierteljahr 1950. Die Preisentwicklung im 
Dezember 1950. Erzeugung, Absatz und Besteuerung von Branniwein im 
Betriebsjahr 1949-50. 

Vou. 3, No. 2, Fepruary 1951. Hauptergebnisse der Volks- und Berufs- 
zdhlung 1950. Die Kriegsbeschddigten im Bundesgebiet. Die Industrie 
1950. Die Selbstmorde 1946 bis 1949. Die Streiks 1950. Die Weinernte 
1950. Das Weihnachtsgeschaéft 1950 im Einzelhandel. Die Zahlungs- 
schwierigkeiten 1950. Die Preisentwicklung im Januar 1951. Die 
Erzeugung und Versteuerung von Zucker 1950. 


Wirtschaftsdienst. 


Vor. 30, No. 12, DECEMBER 1950. Ziele wnd Grenzen der Rationalisierung 
in der Wirtschaft : M. LouMann. Betriebswirtschaftliche Rationalisierung 
durch Zusammenarbeit von Wissenschaft und Praxis: E. Kostot. 
Arbeitswissenschaftliche Rationalisierung im Dienste des arbeitenden 
Menschen : H. Euter and E. PecHHo.3p. 

Vou. 31, No. 1, January 1951. Wir miissen die ideologischen Gegensdtze 
iiberwinden. Ist es fiir die Vereinigung der Zonenstaaten bereits zu spat ? 
Diplomatie zwischen den Zonen. Lebendiges Europa: Ist eine neue 
Hansa im Kommen? Abteilung Aussenwirtschaft des Bundeswirtschafts- 
ministeriums. 1951 muss die Exportlethargie verschwinden!: C. Kap- 
FERER. Rauwmordnung und Landesplanung: E. MvurRMANN. Grund- 
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linien fiir einen deutschen Raumordnungsplan: E. Dirrricz. Die 
regionale Wirtschaftsgliederung und thre Riickwirkung auf die Bevolkerungs. 
verteilung : F. BELow. 

Vot. 31, No. 2, Fesruary 1951. Zin Gutachten und seine Kritiker: W. 
R6rKe. Hin Modellfall fiir das Mitbestimmungsrecht ? Wechsel in den 
Voraussetzungen ? Riistung, Rohstoffe und Westdeutschland. Die Export. 
lethargie muss verschwinden (Teil II) : C. KaPFERER. Das Verhdltnis von 
nationaler und internationaler Dokumentation : F. DonKER Duyvis. Die 
internationale Fachdokumentation: A. WINTER. Die Entwicklung der 
Dokumentation auf dem Gebiet der Technik und Wirtschaft in Deutschland : 
F. PRINZHORN. 

Vou. 31, No. 3, Marcu 1951. Die Entwicklung des Arbeitsrechts in den 
deutschen Westzonen seit Kriegsende: A. NrxiscH. EHntwicklungslinien 
des Arbeitsrechts in der Ostzone. Diskussion tiber Bodenpreisbildung und 
Wohnungsbau: A. Hamre und E. Arnpt. Steuerliche Begiinstigung der 
Zinsen aus Gffentlichen Anleihen in den U.S.A.: R. BINDER. Wie sind 
die Marshallgelder von England verwendet worden?: H. Giempin. 
Tendenzen und Widerspriiche in Frankreichs Handelspolitik : A. Friscu. 
Richtungswechsel in Chinas Aussenhandelsbeziehungen : D. Scorr. Die 
Rolle des Schwermaschinenbaus in der Ostzone. Wirtschaftliches iiber die 
Produktionsverfahren von Penicillin: F. NEUWALD. 


Europa Archiv. 


Vou. 5, No. 24, 1950. Weder Yogi noch Kommissar. Die Diskussion tiber 
den deutschen Verteidigungsbeitrag. Das Heinemann-Memorandum iiber 
die deutsche Sicherheit. Europas Kraftstofflage. Die literarische Jugend 
Europas. 

Vout. 6, No. 1, 1951. Die Konvention des Europarates iiber die Menschen- 
rechte. Der erste internationale Vertrag zur Sicherung der Menschenrechte : 
J. W. Brice. Wortlaut der Konvention zum Schutz der Menschenrechte 
und Grundfreiheiten. Entwicklungen und Aussichten der internationalen 
Zahlungsbilanz: I. Lisxes. Die Auswirkung der Riistungsanstren- 
gungen der Atlantikpaktstaaten auf dieeuropdische Wirtschaft. Memorandum 
des Generalsekretirs der OKEC vom 27. September, 1950. Entscheidung 
der OEEC iiber dringende Wirtschaftsprobleme vom 6. Oktober, 1950. 

Vou. 6, No. 2, 1951. Der Europarat und die nationalen Parlamente : W. 
CoRNIDES. 

Vot. 6, No. 3, 1951. Die Flichtlingspolitik der Vereinten Nationen und des 
Europarates: W. von ScHMIEDEN. Lrhaltung und Nutzung der Hilfs- 
quellen der Erde: E. Wecuorn. Der Christ zwischen Ost und West: 
H. GoLuwitTzer. 

Vou. 6, Nos. 4-5, 1951. Stalinistische Autokratie und Bolschewistische 
Staatspartei. Zur innerpolitischen Nachkriegsentwicklung der Sowjet- 
union (Erster Teil) : B. MetssNER. Zur Deutung des Stalinismus. Hine 
Zuschrift: M. ALEXANDER. LFine Entgegnung: G. von Raucu. Ent- 
wicklung, Methoden und Probleme der sowjetischen Wirtschaftsstatistik : 
H. Lorz. 

Vou. 6, No. 6, 1951. Das Welt-Flichtlingsproblem : F.W. Riuas. Doku- 
mente zur Fliichtlingspolitik der Vereinten Nationen. Die Entlohnung der 
Arbeiier in der sowjetischen Besatzungszone Deutschlands. 


Jahrbuch fiir Sozialwissenschaft. 

Vou. 1, No. 3, 1950. Zur Theorie der sozialen Siebung : W. MUHLMANN. 
Die Indeterminiertheit des Preissystems—A. Die Bedeutung des Problems 
und seine Lésungsversuche: G. Rirtia. Monopol und Konzentration : 
W. Huppert. Konkurrenzproblem und Beféihigungsnachweis im Hand- 
werk : W. WERNET. 


Bayern in Zahlen. 

Vou. 4, No. 11, NovempBer 1950. Gesundheitswesen. Erndhrung und 
Landwirtschaft. Industrie und Gewerbe. Handel und Verkehr. Ver- 
sicherungswesen. Preise, Léhne und Gehiilter. Fiirsorgewesen. Kleine 
Mitteilungen. 
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Vou. 4, No. 12, DecemBer 1950. Similar information. 

Vot. 5, No. 1, January 1951. Similar information. 

Vou. 5, No. 2, Fepruary 1951. Gebiet und Bevélkerung. Unterricht und 
Bildung and similar information as above. 


Wirtschaftskonjunktur. 


Vout. 2, No. 1, Tem 1. Verdnderte Konstellation der Weltwirtschaft. 
Investitionen im weiteren Anstieg. Abstoppen der Expansion notwendig ? 
Exporterfolge der Industrie. Inlandsnachfrage seit Jahresmitte lebhafter. 
Surveys of particular industries. 

Vou. 2, No. 1, Tem 2. Zahleniibersichten. 


Zeitschrift fiir Nationalékonomie. 


Vou. XIII, No. 2, 1951. Joseph Schumpeter: W. WEBER. Das Wert- 
freiheitsproblem seit Max Weber: W. WexeER und E. Torrtscu. Die 
ékonomische Komplementaritat: L. Itty. Entwurf einer Theorie der 
dominierenden Wirtschaft (Zweiter Teil) : F. Perroux. Die Grundgesetze 
der Nachfrage und Preisbildung (Zweiter Teil): L. TRONLE. 


Statistische Vierteljahresschrift. 


Vou. I, No. 1, 1948. Uber zufdllige Schwankungen statistischer Zahlen : 
W. WinktER. Die ékonometrische Bewegung und die Statistik: V. 
Nrxsa. Line Gsterreichische “‘ Volksbefragung”’ : W. WINKLER. Tafel 
der Funktion n = f(i, p) = OP) : L. Bosses. 

Vou. I, No. 2, 1948. Statistische Fundamentalgréssen: A. Apam. Der 
Wandel der Kinderaufzuchtkosten in Wien 1926-1938 und sein Einfluss auf 
den Geburtenriickgang : O. WINKLER. Hin Mass der seelischen Kom- 
ponente des Geburtenriickganges : W. WINKLER. 

Vou. I, No. 3-4, 1948. Konstruktionselemente statistischer Modelle: A. 
Apam. Die Bevélkerungsstatistik bei den Klassikern der Wahrscheinlich- 
keitstheorie: H. GnamBs. Untersuchungen iiber das gegenseitige Heirat- 
salter: K. WinKLER. Randglossen zur Riickfallstatistik : W. WINKLER. 

Vou. II, No. 1, 1949. Statistik in Osterreich vor hundert Jahren: W. 
WINKLER. Wirtschaftshandlungen und Spielstrategie : O. WEINBERGER. 
Zum, Hattendorffschen Satz: J. RYBARzZ. 

Vou. II, No. 2, 1949. Die Faktorenanalyse in der Psychologie : W. Toman. 
Wer ist der Komponist ?: K. ScHUBERT. 

Vou. II, No. 3-4, 1949. Linfiithrung in die Sequential Analysis: L. 
ScHMETTERER. Zur Anwendung der Varianzanalyse in der Biologie : 
H. Wenzu. Randbemerkungen zum Varianzbegriff : A. Apam. Uber die 
Stirling’sche Fakultdtenformel : E. Micuatup. Die ‘‘ Lebenserwartung 
der Gestorbenen”’?: W. WINKLER. Das erweiterte ‘‘ Paretosche Gesetz ” 
und seine Gkonomische Bedeutung : W. WINKLER. Statistik und Sport- 
forschung: A.ApAM. Politische Kennzahlen der ésterreichischen National- 
ratswahlen : W. WINKLER. 

Vou. III, No. 1, 1950. Beriicksichtigung der Institution in der statistischen 
Theorie: F. Betow. Die Identifikation—ein Problem der Okonometrie : 
G. Tintner. Hochschuliiberfiillung und Akademikernot (Statistische 
Materialien) : W. WINKLER. 

Vox. III, No. 2, 1950. Reproduktive Systeme und ihre Anwendungen in der 
technischen Statistik : A. ADAM. Die Statistik in der Weltwetterforschung : 
F. StemnHAUSER. Abgangsordnung von Aktiengesellschaften : G. EMSEN- 
HUBER. ‘‘ Wer ist der Komponist ?” ; O. WINKLER. 


Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung. 


Vox. 23, No. 12, DecemBER 1950. Osterreichs Wirtschaft an der Jahres- 
wende 1950-51. Die wirtschaftliche Lage in Osterreich. Die Rohwaren- 
mirkte im vierten Quartal 1950. Osterreichs Brotverbrauch. 

Vo. 24, No. 1, JANUARY 1951. Die wirtschaftliche Lage in Osterreich. Die 
Insolvenzen im Jahre 1950. 
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Vou. 24, No. 2, Fepruary 1951. Die wirtschaftliche Lage in Osterreich, 
Stand und Entwicklung der ésterreichischen Viehwirtschaft. 


Schweizerische Zeitschrift fiir Volkswirtschaft und Statistik. 


Vou. 86, No. 6, DECEMBER 1950. Kriegswirtschaftliche Vorbereitungen : 
O. ZrereL. Wachstumsprobleme offener Volkswirtschaften : W. Horr- 
MANN. Die Hinfiihrung der Maschine in der Ziircher Florettseiden- 
industrie: W.BopMER. Entwicklungstendenzen der Weltagrarwirtschaft : 
H. W. FINCKENSTEIN. 

Vou. 87, No. 1, Fespruary 1951. L’évolution de quelques causes de décés 
importantes en Suisse depuis 1936: R. Satter. Peut-on indéfiniment 
élargir le secteur public? L’expérience frangaise : H. LAUFENBURGER. 
Einige Aspekte der Europdischen Zahlungsunion: R. Fret. Zur 
** Entfeinerung”’ der statistischen Aussage und iiber die Bedeutung der 
statistischen ‘‘ Grobzahl”?: F. Betow. Un nouveau Cours d’économie 
politique: F. OuLEs. 


Aussenwirtschaft. 


Vox. 5, No. 4, DecemBER 1950. Betrachtungen zur Aussenwirtschafis- 
politik : H. Bachmann, A. BossHarpt und E. Kine. Auf dem Wege 
zur Altlantischen Staatengemeinschaft: L. Rossins. Die Huropdische 
Zahlungsunion und die schweizerische Wirtschaft: F. ASCHINGER. 
Partielle Wirtschaftsunion ?: H. BacoMann. Der Kampf gegen monopo- 
listische Stérungen des freien Handels : F. HaussMANN. 

Vot. 6, No. 1, Marcu 1951. Betrachtungen zur Aussenwirtschaftspolitik : 
H. Bacumany, A. BossHarpt and E.Ktne. Das Problem der Wahrungs- 
relation in der zentralgeleiteten Volkswirtschaft: W.Grar. Die schweize- 
rische Aussenwirtschaft und die Freigeldinitiative: E. Hervuss. Die 
Kaufkraft der Stundenléhne in verschiedenen Léndern. Entwicklungsten- 
denzen in der amerikanischen Aussenwirtschaftspolitik : E. Kina. 


Société de Banque Suisse. 


Butietin No. 4, DecEMBER 1950. Le pétrole et le relevement économique de 
l’ Europe. 


Kyklos. 


Vou. IV, Nos. 2-3, 1950. Gesellschaftliche Voraussetzungen des Marshall- 
plans: H. von BECKERATH. Money and Freedom: G. BeRNAcCER. La 
Théorie et la Réalité du Nouveau Taux d’Echange “ France Frangais- 
Dollar” ; A. Horrman. Der Mathematiker-Okonom. Zur Erinnerung 
an Johann Heinrich von Thiinen: W. Brarvurer. Social Ideals and 
Economic Theory: O. von Merinc. Das Problem des Gleichgewichtes 
beim bilateralen Aussenhandel : E. Heuss. Quelques Opinions Erronées 
sur la Possibilité de Mobilisation de Capital: A. DE Gapouin. Stable 
Equilibrium Re-Examined ; W. StTark. 


De Economist. 


DECEMBER 1950. Marktstrategie en mededinging : H. W. LamBers. The 
article opens with a discussion of what is involved in competition (with a 
backward glance at price-theory), and of the development of ideas in 
connection with perfect and imperfect competition. The difference 
between the old and the modern price-theory lies not so much in the 
introduction of the idea of monopolistic competition : the radical change 
is in the transition from the consideration of markets with many sellers 
(or buyers) to markets with few. The writer discusses at length 
questions of market strategy and the varying reactions of sellers in 
varying conditions in the matter of change of price. The interplay 
between the development of theory and changing market conditions is 
considered. Het vraagstuk ven de Europese economische integratie en de 
landbouw: H. J. Frietema. In connection with proposals for the 
future integration of Europe, attempts to attain free international trade 
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will encounter great difficulties, above all in the monetary and agri- 
cultural spheres. This article is concerned with the difficulties in the 
agricultural sector. Contrary interests of two groups are revealed at all 
conferences on the subject: (a) a small group with low prices and 
considerable exports; and (6) a group with high costs and little exports. 
Agriculture is surprisingly varied in different countries; consequently 
there is great geographizal division of labour (e.g., wine) and specialisa- 
tion. The same specialisation, it may be argued, occurs in America. 
But in Europe the opposition to the “‘ marché unique’”’ has in part an 
artificial and, economically speaking, an irrational character. Con- 
sideration is given to the shifts which would be produced by integration. 
The small and the very small producers would be threatened, especially 
where the country’s policy is protectionist in character. The number 
of small peasant farmers in Europe is very great compared to the U.S.A., 
New Zealand, etc. Agriculture is in fact a combination of many 
industries with very different rates in increase of productivity. A 
distinction is drawn between ‘‘ integration ” and “‘ liberalisation.” The 
conclusion is that in the agrarian sector a solution of the problem of 
integration, and even of liberalisation, must be regarded as excluded in 
the shorter period, and even in the longer period must be pronounced 
difficult of attainment. 

JANUARY 1951. Aanvaardbare mededinging: P. B. Kreuxniet. The 
writer considers the relation between policy and economic science in the 
field of corrective intervention in the mechanism of the market, 7.e., in 
the matter of price-formation. In what circumstances will intervention 
in regard to price-determination produce satisfactory results? Perfect 
competition is considered; there are three essentials: (i) the action of 
any individual has no influence on price; (ii) the product is homogeneous 
in the eyes of the buyer; (iii) freedom of entrance to, and of exit from, 
the industry. When can the result of the price-forming process be 
regarded as acceptable to Authority? -The State cannot impose perfect 
competition, for reasons which are involved in the facts of the situation. 
In considering forms of market organisation other than perfect competi- 
tion, analysis fails because it has no satisfactory hold on the facts. The 
indirect influence on others of the action of any one is indeterminate. 
They may react in many ways, and therefore there is no theoretical 
solution. Hence the inherent indeterminateness of oligopolistic price- 
formation. A generalised theory is not possible: theory can deal only 
with very simplified hypothetical cases. All that theory can show is 
the improbability that these intermediate market-forms will give an 
“acceptable ” price; it may show that there is a case for intervention, 
but not what that intervention should be. Moreover, even perfect 
competition has not that ‘“‘ perfection’ which one has the right to 
expect in an ideal. The condition of free entrance and free exit is 
seldom satisfied, because of the imperfect mobility of the factors of 
production. Pure theory also assumes that the undertaker is “‘ rational,” 
wheréas his behaviour is determined by many considerations. The 
general conclusion is that policy must be pragmatic, proceeding by the 
method of trial and error. Measures of intervention cannot be uniform. 
De investeringsbehoeften van de minder-ontwikkelde gebieden en de middelen 
om daarin te voorzien: A.M. Hartuoorn. A general discussion of the 
investment-needs of less developed regions, the extent of these needs 
and how to meet them. 

Fesruary 1951. Enkele opmerkingen over de wisselkoersen en de econo- 
mische rekening: J. PEN. Economic action rests on economic calcula- 
tion. Price gives expression to scarcity, and capital goods and means of 
production receive their direction in the light of this scarcity. Complica- 
tions arise if a good is not priced in accordance with these fundamental 
thoughts. The case considered is that of foreign valuta, and ‘‘ strong ” 
and “weak ’’ currencies, and in particular the reaction of the rate of 
exchange on the valuation of capital goods. De grote verwachting van de 
twintigste eeuw : F.L.PotaKx. A critical suminary of, and a commentary 
on, M. Fourastié’s book, Le grand espoir du X Xe siécle. 
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Giornale degli Economisti e Annali di Economia. 

Vou. IX, Nos. 9-10, SzepremBer-—OcToBer 1950. L’Opera Scientifica di 
Gino Borgatta: A. Scotro. Delle Occupazioni di Terre in Puglia: V. 
Riccuton1. Jl Supremo Principio dell’Economia: V. DE Ruvo. Nota 
Criteria sull’ Aequabilitas some Principio Supremo dell’Economia: P, 
Rossi. La Posizione del Soggetto Economico nella Dottrina di Frangois 
Quesnay: T. Baciotrri. A. P. Giannini—-Giant in the West: I. Gas. 
PARINI. 

Vou. IX, Nos. 11-12, Novemper—DeceMBER 1950. Equilibrio ed In- 
determinazione: A. Borptn. Sulla Misura della Progressivita Strut- 
turale di una Imposta: R. D’ApparRiIo. Convenienza Economica Collet. 
tiva Internazionale : G. La VOLPE. 


Economia Internazionale. 

Vot. 3, No. 4, NOVEMBER 1950. Mauro Fasiani: C.Coscrtant. Quelques 
considérations au sujet de la définition et des évaluations du revenu 
national: B. BarsBert. The Small State and International Economic 
Equilibrium : G. A. Duncan. Internal Financial Policy und the Problem 
of External Disequilibrium: H. HENDERSON. Saving and Welfare in 
the World Economy : B. Hicerns. The Canadian Balance of Payments : 
B. 8. Ketmrsteap. Peut-on maitriser la crise économique qui vient ?: 
F. Ovxks. Weltwirtschaft in raumlicher Perspective: A. PREDOHL. 
Exchange Rate Adjustments and the International Monetary Fund: B. 
SARVESWARA Rao. 


Critica Economica. 

No. 4, Aucustr 1950. Prospettive del potenziale demografica delle regioni 
@ Italia fino al 1971: 8. Somoey1. Jl mercato di lavoro in Italia dal 
1947 al 1949 : R. Spxesso. 

No. 5, OcroBerR 1950. Le variazioni del saggio del plusvalore negli Stati 
Uniti @America negli ultimi cento anni: J. Kuczynski. Accordi 
valutari intraeuropei : F. Coppota D’Anna. Studio sul reddito globale : 
A. Maccutioro. Il ‘‘ prodotto netto”’ ed il ‘‘ costo del lavoro” quali 
elementi per il calcolo del profitto industriale : E. Rienzi. Gli scambi con 
VU.R.S.S. nel primo anno dell’accordo commerciale: G. Rarrano. Le 
prospettive dello sfruttamento dell’energia atomica: KR. ComMINorti. 
Alcuni aspetti della pianificazione in Cecoslovacchia : P. DE BENEDETTI 
BonalvuTo. 


Review of the Economic Conditions in Italy (Banco di Roma). 


Vou. 5, No. 1, January 1951. The Fifth Annual Meeting of the Inter- 
national Bank for Reconstruction and Development: C. BRESCIANI- 
Turroni. The Present Crisis of Monetary Policy Principles: L. 
Freperict. The Land Reform in Italy. 

Vou. 5, No. 2, Marcw 1951. 1951—Year of Economic Opportunity for 
Italy: M. ‘ Dayton. Two Months of Economic Activity in Italy. The 
** Assegno Circolare.” 


Italian Economic Survey (The Association of Italian Joint Stock Companies). 


NOVEMBER-—DECEMBER 1950. Reconstruction. 
JANUARY-FEBRUARY 1951. The Torquay Negotiations. The Italian 
Economic Situation. 


Rivista Internazionale di Scienze Sociali. 

Vot. 22, No. 6, NoveMBER-DECEMBER 1950. Il primo Congresso mondiale 
di Scienze Politiche: F. Vrro. Un esperimento liberista di politica 
dell’ occupazione nel Cantone di Basilea-citta : ‘‘ Il centesimo di lavoro” 
(1936-1946): F. Ducutnt. Proposta di una nuova definizione del 
simbolo ;: C, PELLIzzI. 

Vou. 23, No. 1, JanuaRY—FEeBRUARY 1951. A propos de la neutralité de la 
science économique : F. Vito. Correnti economico-sociali nel cinquecento 
e seicento in Italia: R. DE Matter. La teoria pura delle scelte econo- 
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miche : C. Grizux. Il mercato finanziario ele banche: C.Cortt. L’area 
della sterlina eV Europa: R.H. Fry. Di un caso particolare di rendita : 
G. GAROFALO. 


Bollettino Mensile di Statistica. 


Vor. 26, No. 1, January 1951. Statistiche Demografiche e Sociali. 
Statistiche Economiche e Finanziarie. 


Moneda y Crédito. 
No. 34, SepremBer 1950. ‘“‘ El individualismo verdadero y falso,”’ segtin 
Hayek: A. Garricures. La Banco espanola en 1949: I. C. Garricés. 
La economia cubana : C. ESCARPENTER. 


El Trimestre Econémico. 

Vou. XVII, No. 4, OctoBER—DECEMBER 1950. La denuncia del Tratado de 
Comercio: G. Mora. Contenido de un tratado de comercio: D. FER- 
NANDEZ-SHAW. La Carta de La Habana y el acuerdo arancelario general : 
J. R. Herores. La reforma monetaria en el Peri: B. Motu. Los 
centros ciclicos y el desarrollo de la periferia latino-americana : A. FERRER. 


Revista de Economia. 


Vou. III, No. 4, DecEMBER 1950. Factores determinantes na evolugao 
numérica da populagao portuguesa: J. J. Pars Morass. O cauciona- 
mento das reservas técnicas das sociedades de seguros: A. DA CosTA 
Mrranpa. Novos caminhos tributdrios: V. Moretra. Problemas do 
“factor humano”’ na industria americana: G. FRIEDMANN. Cowles 
Commission for Research in Economics: E. C. Viera. 


Boletin de Estudios Econémicos. 

No. 21, SzpremMBer 1950. El problema de las relaciones entre la ciencia 
econdmica y la moral: J. ALDUNATE. El cooperativismo industrial y la 
doctrina social de la Iglesia: M. Brucaroua. Analisis de la compe- 
tencia en la economia neoclasica: J. A. ARRASATE. La economia del 
Bienestar: S. Mantitua. Especial concepcidn del derecho en la Unién 
Soviética: F. pE YGartua LAaNnpDEcHO. J fectos de un impuesto general 
sobre los precios: J. L. DE UrRQuiso. 


Estudos Econémicos. 
Vou. 1, No. 2, June 1950. EHuxperiéncia Brasileira de Planejamento, 
Orientagao e Contréle da Economia : R. Atmetpa. O Projeto de Partici- 
pacao dos T'rabalhadores no Lucros das Emprésas. 


Trabajos de Estadistica. 

[This is the first number of what promises to be an important new 
publication devoted to pure and applied statistics. Articles are 
published in English, French or Spanish, with English summaries 
of those in Spanish. All the contributions in the present issue are 
concerned with the work of Professor Herman Wold, mainly in the 
field of consumption theory.] 

Vou. 1, 1950. Product sums and modulus sums of H. Wold’s normal 
deviates: F. Azortn and H. Wop. JInterpretacién vectorial de la 
ecuacion de Slutsky : E. Cansapo. Some properties of price-consumption 
curves and income consumption curves: E. Cansapo and H. Wo xp. 
Cartes dindifférence a fonctions de demande données: A. GuiIRAUM, J. 
Tena and H. Wop. 


Ekonomisk Tidsskrift. 

Vou. LIT, No. 3, SEPTEMBER 1950. Population and Industries in Sweden 
and Finland in the 18th Century: Huco E. Prerinc. A discussion of 
some of the problems raised by the statistics of population and industrial 
growth in Sweden and Finland in the eighteenth century. The article 
is an appreciation of Part II of Professor Heckscher’s great work, The 
Economic History of Sweden from the Time of Gustav Vasa, published in 
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1949. The Stability of Economic Expansion: A Critique of Statistical 
and Theoretical Investigations: Erik LunpBerc. This survey is 
packed with pungent criticism of recent attempts by statisticians and 
theorists to explain the conditions governing the rhythm of long-run 
economic expansion. The first part deals with the work of Kuznets 
and Colin Clark. Their conclusions betray an unwarranted faith in the 
accuracy of national income statistics and a neglect of immeasurable 
factors such as changes in the psychological and political milieu. 
Professor Lundberg then turns to the recent dynamic theories of Harrod 
and Hicks and is not impressed either by their originality or their 
interpretative value. The essence of the theorem which Harrod describes 
as ‘‘ extraordinarily impressive ” (Towards a Dynamic Economics (1948), 
p. 85) is to be found in Professor Lundberg’s Studies in the Theory of 
Economic Expansion (1937), p. 185. But the construction is all too 
simple. Hicks’ Contribution to the Theory of the Trade Cycle will open 
up a valuable field for discussion and research, and is much more 
significant than ‘“‘ the highly overrated Value and Capital.” An epoch- 
making feature of the new theory, according to Hicks, is that the trade 
cycle is a phenomenon of an expanding economy. It is character- 
istic that no mention at all is made of Schumpeter, who, as long ago as 
1910, was thinking on these lines. The weaknesses of Hicks’ theory 
are: (1) it does not allow for the variability of the propensity to save; 
(2) the assumption of a constant relation between the increase in total 
output and induced investment is unrealistic; (3) there is no empirical 
justification for the distinction between induced and autonomous 
investment; (4) the model is restricted to a closed system. Such 
dynamic analysis is stimulating as a first approximation: what is now 
required is more intensive empirical research on some of the key questions. 
Recent work on the Swedish economy between the wars underlines the 
need for more emphasis on changes in economic structure and less on the 
business cycle. 
Nationalokonomisk Tidsskrift. 

No. 6, 1950. Holger Koed : F. ZeEUTHEN and EsBBE Gross. An obituary. 
The Tax Commission's Proposals for Tax Reform: Kseip Puinip. The 
Freeing of International Trade: P. NyBor ANDERSEN. A general 
discussion of the difficulties of liberalisation, followed by a survey, rather 
pessimistic in tone, of the current efforts being made in Europe. The 
present balance-of-payments difficulties of Denmark makes further 
liberalisation of her trade difficult, but because she has very low tariffs 
and because her exports are mainly agricultural products which have as 
yet been freelisted by other countries only to a very small extent further 
progress is in her interest. Hconumics—Statistics-Mathematics illus- 
trated by Telephone management : ARNE JENSEN. A brief note by the 
author of: ‘‘ Moe’s principle. An econometric investigation intended 
as an aid in dimensioning and managing telephone plants.” 


Index. 


DECEMBER 1950. The Economic Situation. Back to Monetary Policy. 
The Swedish Shipbuilding Industry. 


Dkonomi og Politik. 
Vou. 24, No. 3, Juty-SepremBer 1950. Kongresvalget i USA og dets 
konsekvenser : J. LAURSEN. Den indenlandske handel i Sovjetunionen 
under og efter 2. verdenskrig : A. BayKkov. Den internationale okonomiske 


situation. Den okonomiske udvikling i Danmark. De okonomiske forhold 
4 Europa i 1949. 


Ekonomiska Samfundets Tidskrift. 

Vou. 3, No. 4, 1950. Statshushdllningen och det ekonomiska ldget: N. 
MEINANDER. Nutida centralbankspolitik och dess begrdnsning : 
Rootx. Det indexreglerade néringslivet: E. Tornqvist. Yiterligare 
om indexklausulen : R. Rosst. 
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Statistical Bulletin of Israel. 
Vout. II, No. 1, OctoBER—DECEMBER 1950. 


Statisztkai Szemle (Hungarian Tezt). 


January 1951. The Problems of Rural Statistics (translation of article 
by Lenin). Central Office of Statistics Report on the Fulfilment of the 
National Economic Plan for 1950. The Necessity of Decentralization 
of Statistical Work: G. Prxter. The Planning and Calculation of the 
National Income: N. M. Krasnoxtopov. Indices of the Physical 
Volume of Industrial Production: O. LuxAcs. Points for the Creation 
of Statistics of Socialist Education: G.Totnat. The Personal Question- 
naire: A. GABor. Problems of Categorising Manufacturing Industries 
and of Classifying Unitary Accounts: G. Bacs. The Accounting of 
Materials: M. H. ZsesrAx. Lack of Statistical Discipline in Adminis- 
tration : J. Kovacsics. 

Fepruary 1951. The Rhythym of Preduction and its Measurement : 
E. Sesnyin. Decentralization of the System of Statistical Accounts. 
Planning and Calculation of the National Income (continuation): N. M. 
KrasnoLoBov. Hungarian Cultural Achievements in 1950. Report 
on the Work of Raion and Municipal Inspectors of the Central Statistics 
Directorate of the U.S.S.R.: A. Ivanov. Certain Problems of the 
Statistics of Capital Investment. Problems of Salaries in Accounts and 
Statistics : L. BERES. 

Marcu 1951. Statistical Tasks following the Party Congress. Statistics— 
Powerful Instrument in Understanding Society: T. Kozztov. Principal 
Demographic Results of the General Census of 1949. Consideration of 
Surplus Materials and Materials in Excess of Norm. M. EDELMAN. 
The Mechanization of Statistical Work: A. Vint. Problems of Cost 
and its Lowering: A. K6vespi. The Organization of Estimates of 
Harvests for 1951: A. Rapv6é. The Influence of Changing Prices and 
Wages on the Demand for Certain Food Products: A. CsEPINSZKY. 
Organizational Experience Gained by the Artisan and Commerce In- 
vestigations : M. Masor. Planning of the Work of Raion Inspectors of 
the Central Statistics Directorate of the U.S.S.R.: M. Kuo. The Teach- 
ing of Statistics in Czechoslovak High Schools : F. EGERMAYER. 


Voprosi Ekonomiki (Russian Text). 


No. 11, 1950. The Great Constructional Work of Communism and the 
Mechanization of the Rural Economy: N. Suaparin. The Use of 
Reserves to Raise Profitability on the Railways : V. BABELYAN. Economic 
Problems of P. I. Pestel in “‘ Russkaya Pravda”: F. Morozov. Diff- 
culties of those Working for Democracy and Socialism in Albania: E. 
LazuTKIn and D. Stepanov. The Economics of Militarization in the 
U.S.A.: V. CHEPRAKOV. 

No. 1, 1951. Lenin and Stalin on the National—Liberation Movement of 
the Colonial and Dependent Nations: G. Axopyan. Problems in the 
Analysis of Statistical Data in the Works of Lenin: T. Kozztov. From 
the First Soviet Hydro-electric Plants to the Great Constructional Under- 
takings of Communism : A. WinTER. The Sources of Socialist Industrial- 
isation: N. Ryasov. The Triumph of the Lenin-Stalin National 
Policy (Development of the Economy of Soviet Armenia) : A. MARUKHYAN. 
Socialist Industrialization of Poland : E. YAKOVLEV. 


Planovoe Khoziaistvo (Russian text). 


No. 6, 1950. Nation! Economy of U.S.S.R. on 33rd Anniversary of the 
October Revolution: LEADING ARTICLE. 15th Anniversary of Stalin’s 
Speech at the First All-Union Stakhanovite Conference: M. YAMPOLSKI. 
Reserves for the Further Expansion of Light Industry: P. Evszrv. The 
Improvement in the Planning and Estimation of Construction: F. 
Dosrynin and L. Kvirnirski. The System of Wholesale Prices and the 
Strengthening of Economic Accounting: L. Matzenserc. Socialist 

No, 242.—vo.L. Lx. HH 
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Industrialization of the European Popular Democracies : V. Kostoser. 
skaia. The Fixing of Norms for the Expenditure of Raw and Other 
Materials in Production : E. LoKsHIn. 

No. 1, 1951. Totals of Development of the National Economy of the U.S.S.R, 
in 1950: Leaptnc Articte. Problems of Socialist Construction in 
Volumes 32 and 33 of Lenin’s Works: F. Kosuetrv. The State Plan— 
Inviolable Law: G. KosyacHenxo. Planning the National Economy 
in the European Popular Democracies: F. KONSTANTINOV. The 
Militarization of the Economy of the Capitalist Countries : M. RuBINSTEIN. 
Experience of the Work of Municipal and Raion Planning Commissions 
in the Kursk Oblast: S. Borovxov. Experience of the Town Planning 
Commission of Saratov in the Planning of Municipal Economy: S&S. 
ROGACHEV. 


Probleme Economice (Roumanian Text). 


No. 12, 1950. Report of the Plenary Session of the Central Committee of the 
Rumanian Workers’ Party on the Five-Year Plan for the Development of 
the National Economy in the Rumanian People’s Republic (1951-1955). 
Report of the Plenary Session of the Central Committee of the R.W.P. 
Concerning the Annulment of Debts Owed by the Peasants who Received 
Property under the Agrarian Reforms of 1945. Law on the Five-Year 
Plan for the Expansion of the National Economy of the R.P.R. (1951-1955). 
Exposition of Comrade M. Constantinescu, Member of the Political Bureau 
of the Central Committee of the R.W.P. and President of the State Planning 
Committee, on the 5-Year Plan for the Expansion of the National Economy 
in the Rumanian People’s Republic 1951-1955. Problems of the Con- 
struction of Socialism in Vol. 7 of the Works of T. V. Stalin: Z. Brancv. 
J. V. Stalin on the Crisis of the Capitalist System in the World Economy : 
A. SneErson. The Réle of Members of the People’s Council in the 
Expansion of the National Economy of the R.P.R.: O. SorEANU and 
I. Damian. The Importance of Electrification on the Agricultural 
Economy of the R.P.R.: V. Pagcovscut. On the Distribution of Socially 
Owned Land for the Strengthening of Production in the Bulgarian People’s 
Republic : H. Lunev. 

No. 1, 1951. Communiqué on the Result of the Fulfilment of the State Plan 
for the Expansion of the National Economy in the U.S.S.R. for 1950. 
Communiqué on the Result of the Execution of the R.P.R. State Plan for 
1950. Report of the Ministerial Council of the R.P.R. on the State Plan 
for 1951. Report of the Central Committee of the R.W.P. and of the 
Ministerial Council on the Measures Which Must Be Taken for the 
Improvement of Work for the Preparation and Execution of the Spring 
Sowing Campaign. Leninist Programme for the Organisation of Socialist 
Construction: G. Evstarizv. The Struggle for the Fulfilment of the 
Five-Year Plan—Plan for the Socialist Industrialization of our country: 
E. Stancru. Vol. 8 of J. V. Stalin’s Works—the Reform of Prices in the 
Struggle for the Construction of Socialism: L. TisMANEANU. The 
Steady Rise in the Standard of Living of Workers—the Law for the Expansion 
of the R.P.R. Economy: P. Mravu. The Continued Successes of the Past 
Year, the Eradication of Weaknesses in the National Economy for the 
Fulfilment of the Tasks for the Five-Year Plan: V.Toror. American 
Monopolies in the U.S.A. as an Economy of Robbery : E. Baas. 


The Annals of the Hitotsubashi Academy. 


[This is the first issue of a new periodical to be published in English 
by the Hitotsubashi Academy—an institute for the study of the 
social sciences. No charge is made for it, but other institutions are 
asked to exchange their own publications for it. To judge from the 
first issue, it presents serious and competent studies both in the 
theoretical and the applied fields.] 

No. 1, OcroBer 1950. The Theory of “‘ Supply-Multiplier”’ in Reference 
to the Post-War Economic Situation in Japan: K. Axamatsv. The 
National Income and Industrial Structure in Japan: Y. Yamapa. A 
Measurement of Money Utility and Functional Values of the Cost of 
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Living Index: I. YaMaDA. The Value-added Tax in Japon: H. Iro. 
The Income Tax Burden: A Japanese Experiment: C. TAKAHASHI. 
The Banking System in Japan and Its Problems : 8. YAMAGUCHI. 


The Economic Review. 


[This is the first issue »f a new journal edited by the Institute of 
Economic Research at the Tokyo University of Commerce (Hitot- 
subashi University). The articles are printed in Japanese. Some, 
but not all, of the issues have short résumés in English of the principal 
articles. ] 

Vou. 1, No. 1, January 1950. Two Aspects of the Theory of Capital: I. 
NAKAYAMA. The Government Sector in National Income Accounting : 
S. Tsuru. Full Employment and Economic Planning: O. ABE. 
Appraisals of Soviet Economic Statistics. 

Vou. 1, No. 2, Apriz 1950. Determination of the Size of National Income as 
Planning Figure: Y.Yamapa. The Statistical Theory of Prediction for 
Economic Quantities: I. Yamapa. Share-Cropper System of Plantation 
in the Southern Part of the U.S.A. (A Study of the Remnants of the Pre- 
Capitalistic System in America): K. Kixucut. People’s Livelihood and 
Taxation. 

Vou. 1, No. 3, Jury 1950. Fundamentals of Economic Measurement: E. 
Sucrmoto. Probability and the Attempts to Measure Utility (English 
and Japanese): P. A. SAMUELSON. Accumulation and Consumption in 
the Reproduction Schema: S. Tsuru. Theory and Practice of Social 
Accounting. 

Vou. 1, No. 4, OcroBER 1950. Some Problems Relating to the Value-Added 
Tax: H.Iro. Concepts of Economic Freedom (English and Japanese) : 
M. BRONFENBRENNER. National Income and Capital Accumulation : 
C. TAKAHASHI. Some American Economic Problems. 





NEW BOOKS 
British 


Tue Acton Society Trust. The Powers of the Minister. Clay- 
gate, Surrey, 1951. 84”. Pp. 20. 2s. 

[A study of the statutory powers «nd duties of the Ministers responsible for 
the various nationalised industries, and of the ways in which these functions 
have been exercised in practice. It is suggested that in most of these industries 
there are inadequate safeguards against a possible abuse of power by the 
Minister. ] 


Ausu (A.) and Hewett (N.). The Anatomy of Private Industry. 
A Socialist Policy for the future of the Joint Stock Company. 
London: Fabian Publications (Victor Gollancz), 1951. 84”. Pp. 
40. 2s. 


(This is an interesting and provocative pamphlet. Its main argument is as 
follows: (a) The control of the public companies that are responsible for about 
half the national income is in the hands of a relatively small number of directors, 
and the shareholders, who are the nominal owners, have little power; this is 
undemocratic. (b) The return on capital—including appreciation of principal— 
enjoyed by equity holders over the last twenty or so years has exceeded the 
yield on gilt-edged by an amount greater than any reasonable risk-premium ; 
this is inequitable. (c) Far-reaching reforms are therefore required. Proposals 
made include the suggestion that the Board of Trade have the right to appoint 
up to one-third of the directors of all public companies, and that dividend limita- 
tion be made statutory and permanent, any surplus to be deposited in a govern- 
ment-controlled investment corporation. It is argued that no maldistribution 
of productive resources need be anticipated from this control of dividends, since 
the amount distributed to shareholders is in any case for the most part arbitrary 
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and irrelevant to ‘‘ entrepreneurial ’’ decisions. The authors provide a good deal 
of statistical material, but the reader has the impression that the conclusions 
were arrived at before the evidence was collected, for much of it—especially that 
relating to the distribution of share- holdings—is quite inconclusive. Nor is it 
obvious why any moral conclusion should be held to follow from the higher net 
yield of equities compared to that of fixed-interest securities.] 


Tue American Economic AssocraTion (Ed.). Readings in the 
Theory of Income Distribution. London: Allen and Unwin, 1951. 
83”. Pp. xvi+ 718. 30s. 

[The publication of this volume continues the valuable work done by Messrs, 
Allen and Unwin in making available to English readers at reasonable prices the 
well-known series of Readings sponsored by the American Economic Association. 
The present volume is one of the most useful of the series, covering as it does 
a much wider field—including the theory of the rate of interest—than its title 
might suggest. ] 


AneLo-AMERICAN CoUNCIL ON PRopvucTivitry. Management 
Accounting. London and New York, 1950. 10”. Pp. viii + 71. 2s. 


{Its technically correct but somewhat unexciting title is in danger of diverting 
potential readers from what turns out to be a most interesting new Productivity 
Report. A group of managers, company secretaries and accountants studied 
the methods used in the United States to help top managements to reach de- 
cisions. This leads one not only into the methods by which managements work, 
and their efficiency, but also into the marshalling of the whole range of evidence, 
partly concerning the firm itself, partly concerning its markets and the environ- 
ment in which it must work and sell its products. The team visited not only a 
large number of industrial plants, but also several of the important schools of 
industrial engineering and technology and of business management. There is 
much more in this report that is of general interest to economists than in the 
more specialist and detailed studies of particular industries or techniques. ] 


Asuton (T. 8.) (Ed.). Letters of a West African Trader, Edward 
Grace, 1767-70. London: Council for the Preservation of Business 
Archives, 1950. 10”. Pp. ii+ 40. 8s. 6d. 

(Edward Grace was a London merchant engaged in trade with Senegambia, 
the first British province in Africa. In this booklet, which, if sufficient financial 
support is forthcoming, it is hoped to make the first of a series, the Council for 
the Preservation of Business Archives makes available forty-four letters written 
by Grace in connection with this trade. Grace’s main interest was in bilateral 
exchange of British produce such as salt and brandy against African ivory and 
textile fibres; but in this business a “ lack of returns ” was sometimes felt, and 
Grace therefore also engaged in the triangular trade based on the shipment of 
slaves from Africa to the West Indies and of sugar and rum from the West 
Indies to London. His letters shed much interesting light on the organisation 
of this trade, and in particular on the manner in which provision was made for 
the very heavy risks involved.] 


BalLey (J.). The Co-operative Movement—Obstacle or Inspira- 
tion? (The Tenth Blandford Memorial Lecture.) Leicester: Co- 
operative Productive Federation, 1950. 74”. Pp. 23. 6d. 

{In this Blandford Memorial Lecture, the writer calls upon British co-operators 
not to allow a changing economic environment to cause them to lose sight of 
their fundamental objectives or to suffer any weakening of their enthusiasm.] 


Baxter (W. T.) (Ed.). Studies in Accounting. London: 
Sweet and Maxwell, 1950. 10”. Pp. xii+ 455. 23s. 6d. 
[To be reviewed.] 


BERESFORD (M. W.). The Leeds Chambers of Commerce (with an 
Epilogue by S. J. Batchelder, Secretary of the Chamber). Leeds: 
Leeds Incorporated Chamber of Commerce, 1951. 84”. Pp. 192. 
10s. 6d. 


{This history is published on the occasion of the hundredth anniversary of 
the founding of the Leeds Chamber of Commerce—or rather of its re-founding, 
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for an earlier Chamber had been in existence between 1785 and 1793. Mr. 
Beresford takes the story up to 1925, and the present secretary of the Chamber 
contributes an epilogue on the period between then and the present time. The 
author has not attempted to use the Chamber minutes, which are his main 
source, to write a general history of Leeds business, but his well-written account 
of the organisation and preoccupations of the Chamber contains much that is 
of interest to the general reader. It appears that at least as far as Leeds is 
concerned Sir John Clapham was in error in supposing that Chambers of Com- 
merce in the mid-Victorian period were primarily associations of merchants, for 
manufacturers were quite as prominent as dealers in the membership.] 


BryEn (J. W.). Moneyina Maelstrom. London: Macmillan, 1951. 
8}". Pp. ix + 212. 15s. 


[To be reviewed.] 


Brown (F.) (Ed.). Statistical Year-Book of the World Power 
Conference. No. 5, Annual Statistics for 1946-1948 and some addi- 
tional and revised data on Resources. London: World Power Con- 
ference, 1950. 11”. Pp. 128. 30s. 

[This volume provides statistics of production, reserves, imports and exports, 
etc., of different types of fuel for all countries for which figures are available. 
Statistics relating to water-power and electricity are also given. The period 
covered is 1946—48.] 


CaroE(O.). Wells of Power. The Challenge to Islam: a study in 
contrasts. London: Macmillan, 1951. 8}”. Pp. xx + 240. 15s. 


[To be reviewed.] 


Cuanea (T. C.). Cyclical Movements in the Balance of Payments. 
Cambridge University Press, 1951. 84”. Pp. x + 224. 18s. 
[To be reviewed.] 


CrarK (C.). The Conditions of Economic Progress (Second 
Edition). London: Macmillan, 1951. 83”. Pp. xv + 584. 50s. 
[To be reviewed.] 


CoutBorn (W. A. L.). A Discussion of Money. London: Long- 
mans, Green, 1951. 9”. Pp. xiv + 356. 18s. 

[This is a new and greatly revised edition of the author’s An Introduction to 
Money, published in 1938 and reviewed by Mr. Henry Smith in the Economio 
JourNnaL for June 1938. Like its predecessor, the present volume is remarkable 
for its extremely wide coverage, both of theory and of institutions. ‘The numerous 
historical illustrations used range from the time of Alexander the Great to that 
of General Marshall. The result is in many ways a refreshing contrast with the 
average contemporary text-book. Unfortunately, although Professor Coulborn 
has brought his account of institutions thoroughly up to date, the same cannot 
altogether be said for the theoretical parts of the work. In particular, recent 
advances in the theory of ieteonationl trade receive very scant treatment.] 


Dawe (D.). Skilbecks: Drysalters, 1650-1950. London: Skil- 
beck Brothers, 1950. 83”. Pp. xi+ 116. 15s. (Limited Edition.) 
_ [This volume celebrates the tercentenary of one of the oldest surviving firms 
in the City. ‘*‘ The emphasis is upon the people and the families connected with 
the firm, upon the lives they lived and upon the houses in which they dwelt 
and carried on their business, rather than upon their trade.” The author does, 
however, provide some interesting sidelights on the conduct of a drysalter’s 

usiness, particularly as relates to the earlier years of his chronicle.] 


Dewar (MarGaRET). Soviet Trade with Eastern Europe, 1945- 
1949. London: Royal Institute of International Affairs, 1951. 84". 
Pp. vii + 123. 8s. 6d. 

[To be reviewed.] 
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EastHam (J. K.). An Introduction to Economic Analysis. Lon. 
don: English Universities Press, 1951. 83”. Pp. vii + 392. 15s. 


[To be reviewed.] 


Epwarps (R. 8.) (in collaboration with CHarLEs LA Rocup). 
Industrial Research in Switzerland. Its institutional and economic 
background. London: Pitman, 1951. 84”. Pp. ix + 111. 


To be reviewed.] 


FLEIsHER (D.). William Godwin—A Study in Liberalism. Lon. 
don: Allen and Unwin, 1951. 8}”. Pp. 154. 12s. 6d. 

(This volume is devoted mainly to an exposition of Godwin’s philosophical 
and political theory, prefaced by a brief account of his life. The author suggests 
that, whatever Godwin’s faults as a writer and as a man, many of his works 
do not deserve the oblivion to which they are commonly consigned.] 


Fotiry (R. R. W.). Economics of a Fruit Farm. A Guide to the 
Costs of Establishment and Operation of Commercial Apple Orchards, 
London: Oxford University Press (for the University of Oxford 
Agricultural Economics Research Institute), 1951. 84”. Pp. xi+ 
103. 12s. 6d. 

[To be reviewed.] 


GoypeErR (G.). The Future of Private Enterprise. A Study in 
Responsibility. Oxford: Basil Blackwell, 1951. 8’. Pp. vii+ 
179. 9s. 6d. 


(The author argues that the acquisitive principle in industry needs to be 
replaced by the principle of mutual aid. Loaning money for profit is not the only 
morally valid basis for industrial power; management should be responsible 
jointly to shareholders, workers, consumers and the community as a whole, 
and not to the first of these alone. If the institutional and legal framework of 
business were altered in such a way as to bring about this redistribution of power 
and responsibility, there would be no need for state intervention in industrial 
affairs. The Zeiss corporation of Jena is instanced as an enterprise where the 
author’s ideals are exemplified without the taint of paternalism that has marred 
a number of analogous British experiments. The moral appeal of Mr. Goyder’s 
thesis is evident, as are the fervour and sincerity with which he argues his case, 
but the reader is left wondering whether the smooth economic working of such a 
system as he recommends would be possible except in a very static world.} 


Harrop (R. F.). The Life of John Maynard Keynes. London: 
Macmillan, 1951. 84”. Pp. xvi + 674. 25s. 


[Reviewed in this issue.] 


Hoskins (W. G.). Essays in Leicestershire History. Liverpool: 
University Press, 1950. 93”. Pp. viii + 196. 20s. 
[To be reviewed.] 


Tue InstiTuTE oF Cost AND Works Accountants. An Intro- 
duction to Budgetary Control, Standard Costing, Material Control and 
Production Control. London: The Institute of Cost and Works 
Accountants, 1950. 93”. Pp. 55+ Appendices. 15s. 


[To be reviewed.] 


THE INSTITUTE OF Cost AND Works AccounTANTS. The Presenta- 
tion of Information to Management. London: The Institute of Cost 
and Works Accountants, 1950. 93”. Pp. 49. 6s. 

[This booklet describes the sort of information most commonly required by 
management from cost and works accountants and the manner in which this 
information can most usefully be presented. Separate treatment is given to the 
requirements of general management, sales management, production manage 
ment and financial and office management.] 
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Joun (A. H.). The Industrial Development of South Wales. 
Cardiff: University of Wales Press, 1950. 84”. Pp. x-+ 201. 
12s. 6d. 


[Reviewed in this issue.] 


Lytue (S.G.E.). British Economic History since 1760. London : 
Pitman, 1951. 84”. Pp. vii+ 219. 15s. 


[To be reviewed.] 


THe MippLe East, 1950 (second edition). London: Europa 
Publications, 1950. 10”. Pp. xii+ 375. 50s. 

[This is the second edition of this useful work of reference, which first appeared 
two years ago. Each of the countries of the Middle East is surveyed in turn. 
Summaries are given of their geography, history and political and economic 
institutions, and there are lists of leading banks, insurance compaaies, etc., with 
a brief selection of economic statistics. Each section is concluded by a biblio- 
graphy. ] 

THE NaTionaL INSTITUTE OF EcoNoMIC AND SoctaL RESEARCH. 
Annual Report, 1949-50. London: The National Institute of 
Economic and Social Research, 1950. 84”. Pp. 31. 

(This report contains a survey of the Institute’s work in 1949, and of its 
current research projects. An introductory note announces the Institute’s 
intention to undertake in the near future a series of studies on the size and 
composition of the national capital.] 


Orton (W. A.). The Economic Role of the State. London: 
William Hodge, 1951. 83”. Pp. 188. 12s. 6d. 


[To be reviewed.] 


Du Puessis (J. C.). Economic Fluctuations in South Africa, 
’ 1910-1949. Stellenbosch: Bureau for Economic Research, 1950. 
9”. Pp. 75. 18s. 6d. 


[To be reviewed.] 


PROCEEDINGS OF THE SEVENTH INTERNATIONAL CONFERENCE OF 
AGRICULTURAL Economists HELD aT VILLA DELLE AZALEER, STRESA, 
Iraty, 21-27 Aveust, 1949. London: Geoffrey Cumberlege, 1950. 
9’. Pp. xii+ 372. 25s. 

[The Conference of 1949 was held at Stresa in Italy. As usual the proceedin; 
cover a very wide field. Points of special interest in this — volume include 
the pathology of peasant farming; the relation of agricultural co-operation to 
the State (opened by Prof. Ashby); a discussion of the application of the theory 
of the firm to agricultural economics (opened by W. J. Anderson); food and 
agriculture in European Recovery Programme (opened by Dr. Thibodeaux of 
E.C.A.); discussions of farm appraisal and land-valuation. As usual, many of 
the best-known agricultural economists took part and their contributions are 
here recorded.] 


Ropertson (H. M.). The Adam Smith Tradition (Inaugural 
Lecture delivered before the University of Cape Town on 13th October, 
1950). Cape Town and London: Oxford University Press, 1951. 
8h". Pp. 23. 2s. 6d. 


_ [The certral theme chosen by Professor Robertson for this charming, albeit 
discursive, inaugural address is that “the reason for Adam Smith’s belief that 
. self-interest could be an effective means towards social co-operation was 
that he never regarded man’s self-interest as completely self-centred, but as 
limited first by justice . . . and secondly by that feeling of intuitive sympathy 
for his neighbours . . . which forms the basis of man’s sociability ”. Professor 
Robertson quotes with approval a remark of Professor J. M. Clark’s that the 
problem of discovering adequate incentives to efficiency under socialism in the 
absence of the profit motive cannot be rightly understood unless it is appreciated 
that capitalism also has required a large measure of altruism to make it work 
properly.) 
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Royat Instrruts or INTERNATIONAL Arrarrs. Annual Report of 
the Council, 1949-1950. London: Royal Institute of International 
Affairs, 1950. 9”. Pp. 81. Is. 


[This year’s report surveys the work done by Chatham House during the 
year ending June 30, 1950, and gives an account of the research currently in pro- 
The activities of the Institutes of International Affairs in the Common- 

wealth are also briefly discussed.] 


Sayers (R. S.). Modern Banking (third edition). London: 
Oxford University Press, 1951. 84”. Pp. xi+ 327. 17s. 6d. 


[Professor Sayers has put all students in his debt by bringing out this new 
edition of his well-known text-book. It has now been completely revised and 
re-written to keep pace with changing circumstances. The alterations in the 
functions of the discount market over the last ten years are explained, and much 
discussion is devoted to the ‘‘ open-back-door ” technique by which the short 
rate of interest is now stabilised by the Bank of England. To make room for 
these and other additions—including a chapter on the cheap money episode of 
1946-47—the old chapters on the theory of international trade disappear and 
are replaced by a chapter which is concerned more narrowly with the effect of 
international transactions on the banking system; this includes a useful section 
on the sterling area. The old chapter on stock-market control now gives place 
to a more general discussion of qualitative credit control. These new topics 
are handled with the same vigour and clarity as characterised the original 
edition. Professor Sayers writes in his preface that his aim has been to preserve 
the same level of exposition as before; but the impression of the reviewer is 
that the addition of extra matter has on the whole made it a rather more difficult 
book than it used to be. The extra matter greatly enhances the book’s useful- 
ness to second- and third-year students, but perhaps detracts somewhat from 
its suitability to beginners. The former class of reader would, however, welcome 
more extended suggestions for further reading.] 


Scott (W. M.) (Ed.). A Hundred Years A-Milling. Commemorating 
an Ulster Mill Centenary. Belfast: H. R. Carter Publications (for 


W. and C. Scott, Ltd., Excelsior Mills, Omagh), 1951. 84”. Pp. 
xviii + 266. 10s. 6d. 


[To be reviewed.] 


SHarp (I. G.). Industrial Conciliation and Arbitration in Great 
Britain. London: Allen and Unwin, 1951. 84%”. Pp. v + 466. 
25s. 


[To be reviewed.] 


SILveRMAN (H. A.). The Substance of Economics. London: 
Pitman, 1951. 83”. Pp. xvii + 387. 18s. 


[To be reviewed.] 


Smxin (C. G. F.). The Instability of a Dependent Economy. 
Economic Fluctuations in New Zealand, 1840-1914. London: Ox- 
ford University Press, 1951. 8}”. Pp. x-+ 208. 18s. 

[To be reviewed.] 


Spencer (F. H.). Edited by OaprEn (R.). Guide to Economics. 
London: Pitman, 1951. 74”. Pp. xii-+ 226. 7s. 6d. 
[To be reviewed.] 


Stamp (L. DupLEyY) and Wooxtpripce (S. W.) (Ed.). London 
Essays in Geography (Rodwell Jones Memorial Volume). London: 
Longmans, Green, 1951. 9”. Pp. xiv-+ 351. 25s. 

(This volume is published in memory of the late Llewellyn Rodwell Jones, 
formerly Professor at the Joint School of Geography at King’s College and at 
the London School of Economics. Many of the essays contributed will be of 
interest to economists and economic historians. Topics discussed include the 
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development of the Northamptonshire iron industry, the Severn waterway in 
the eighteenth and nineteenth centuries, the industrial and agrarian revolutions 
in Ayrshire and the history of coal transport in Scotland from 1742 to 1842.] 


Srone (R.). The Role of Measurement in Economics (The New- 
march Lectures, 1948-1949). Cambridge University Press, 1951. 
94”. Pp. viii + 85. 12s. Gd. 

[To be reviewed. ] 


Sweet Gripp (G.). The Saco-Lowell Shops—Textile Machinery 
Building in New England, 1813-1949. Cambridge, Mass.: Harvard 
University Press (London: Geoffrey Cumberlege), 1950. 8}”. Pp. 
xxxvi + 835. 48s. 

[The story of the vicissitudes of a leading firm in a typical investment-goods 
industry since the early nineteenth century raises such a variety of questions 
that the business historian has a wide choice of ways in which to approach his 
study. In accordance with the precedent set in previous Harvard Studies in 
Business History, Mr. Gibb’s main attention is devoted to matters of organisation 
and administration. But his work casts light on much else besides, especially 
on the course of technical progress and on the changing competitive structure 
of the industry, which in recent times has been more or less duopolistic. In 
the last generation the New England textile machinery industry has suffered 
from the steady drift of textile production away from New England to the 
Southern States, and Mr. Gibb’s account of how this and other difficulties have 
been faced make the concluding chapters among the most interesting of his 
chronicle. ]} 


TOWNSHEND-RosE (H.). The British Coal Industry. London: 
Allen and Unwin, 1951. 84”. Pp. 162. 12s. 6d. 


[To be reviewed.]} 


THE YEAR Book oF WoRLD AFFAIRS, 1951. London: Stevens (for 
The London Institute of World Affairs), 1951. 10”. Pp. ix + 428. 
303s. 

[The main interest of the essays that comprise this volume is for the inter- 
national lawyer, but some of the contributions have a more general appeal. 
Among those likely to be of interest to readers of this JOURNAL are : ‘ American 
Statesmen,” by M. J. Bonn; ‘‘ The Schuman Plan,” by Susan Strange; “ Turkey's 
Position in the Post-war World,” by J. Daniel ; pe ‘* The Human Charter,” 
by J. E. 8S. Fawcett.) 


American 


AxsRAMOvITz (M.). Inventories and Business Cycles—with Special 
Reference to Manufacturers’ Inventories. New York: National 
Bureau of Economic Research, 1950. 9”. Pp. xxxvi + 632. $6.00. 


(To be reviewed.] 


Barcer (H.). The Transportation Industries, 1889-1946. A 
Study of Output, Employment and Productivity. New York: 
National Bureau of Economic Research, 1951. 9”. Pp. xvi-+ 288. 
$4.00. 

[To be reviewed.} 


Biack (J. D.). The Rural Economy of New England. Cambridge, 
Mass.: Harvard University Press (London: Geoffrey Cumberlege), 
1950. 9”. Pp. xxiv + 796. 48s. 


[To be reviewed.] 


Boutpine (K. E.). A Reconstruction of Economics. New York : 
_ Wiley (London : Chapman and Hall), 1950. 9”. Pp. xiii + 311. 
6s. 
[To be reviewed.]} 
No. 242.—vo.. LXxI. 
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Tue Brooxines Institution. Anglo-American Economic Rela- 
tions. A Problem Paper. Washington, D.C.: Brookings Institution, 
1950. 9”. Pp. vi+ 74. 60 cents. 

[To be reviewed.] 


Byz (R.T.). Social Economy and the Price System. An Essay in 
Welfare Economics. New York and London: Macmillan, 1950. 
8}”. Pp. viii + 356. 26s. 

[To be reviewed.] 


CHAMBER OF COMMERCE OF THE UNITED STATES OF AMERICA. 
Wage Supplements—The Nonwage Labor Costs of Doing Business. 
Washington : Chamber of Commerce of the U.S., 1950. 11”. Pp. 16. 
50 cents. 

[This is a sequel to an earlier publication of the U.S. Chamber of Commerce, 
entitled The Hidden Payroll, which was devoted to a study of payments made by 
businesses to labour in 1947 in forms other than wages—by social security contri- 
butions, holiday pay, profit-sharing payments and so on. The present pamphlet 
gives the results of a similar inquiry relating to the year 1949. For companies 
providing particulars in response to each of the two inquiries it was found that 
non-wage payments to labour amounted to 14:4% of the payroll in 1947 and 
16-2% in 1949.] 


Commons (J. R.). The Economics of Collective Action. New 
York and London: Macmillan, 1950. 8”. Pp. xii+ 414. 37s. 6d. 


[To be reviewed.] 


Corky (E.R.). Direct Placement of Corporate Securities. Boston: 
Harvard Business School, 1951. 8”. Pp. x + 233. $3.50. 

[This monograph is devoted to a study of the significance for borrower and 
lender of the system of securing finance for industry by direct disposal of securities 
to institutional investors—in practice almost exclusively life-insurance companies 
—without having resort to public flotation. In recent years such direct place- 
ments have accounted for over one-third of total corporate issues in the United 
States. The author finds that the main attraction of this method of finance for 
the issuer has lain not, as might be supposed, in lower flotation costs, but rather 
in the flexibility it affords with respect to the terms and timing of the issue.] 


Dunwop (J. T.) and Hit (A. D.). The Wage Adjustment Board. 
Wartime Stabilization in the Building and Construction Industry. 
Cambridge, Mass.: Harvard University Press (London: Geoffrey 
Cumberlege), 1950. 9”. Pp. xii + 166. 22s. 6d. 

[To be reviewed.] 


Exisworts (P. T.). The International Economy. Its Structure 
and Operation. New York and London: Macmillan, 1950. 8}’. 
Pp. xx + 922. 42s. 

[To be reviewed.] 


ForEIGN BoONDHOLDERS’ Protective Councit, Ino. Report for 
Years 1946 Through 1949. New York, 1950. 9”. Pp. xxxv + 405. 
(This report consists mainly of a country-by-country account of the amount 
and status of service of dollar bonds outstanding. A brief general introduction 
surveys recent developments affecting the creditor position of the United States.] 


Hu (Tun Yuan). The Liquor Tax in the United States, 1791- 
1947. A History of the Internal Revenue Taxes Imposed on Distilled 
Spirits by the Federal Government. New York: Columbia Uni- 
versity Graduate School of Business, 1950. 9”. Pp. 188. $2.75. 

[This painstaking study of the history of Federal taxes on liquor contains much 
interesting material for the student of public finance. Except for the period 
1818-62, spirits have been subject to taxation since the time of Alexander 
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Hamilton, but Dr. Hu shows that this has not been due to any intention to use 
taxation to bring about a reduction in liquor consumption as a matter of social 
policy, for this idea has never taken root in the United States. In recent times 
attempts to put liquor taxation on a satisfactory basis have been hampered by 
uncertainty as to how high the duty could be put consistently with eliminating 
the bootlegger, and by the overlapping of Federal and State taxes. When pro- 
hibition was repealed, the Roosevelt administration was anxious to have a single 
tax, which was to be collected by the Federal authorities but whose proceeds 
were to be shared between the States and the Federal Government. This pro- 
posal failed, because agreement could not be reached on whether distribution 
of the revenue between the States should be on the basis of consumption or of 
production. In his concluding chapter Dr. Hu attempts some estimates of the 
shifting and incidence of the taxes currently in force.] 


INDUSTRIAL RELATIONS RESEARCH AssoctIaTION. The Aged and 
Society. Edited by M. Dersper. Champaign, Illinois: Industrial 
Relations Research Association, 1950. 9”. Pp. 237. $3.00. 

[This symposium consists of fifteen essays by different authors on some of 
the consequences and problems arising from the increase which is in prospect 
in the average age of the U.S. population, with special reference to the pros- 
pective rise in the number of persons aged over sixty. Social and psychological 
as well as economic aspects are surveyed. Among economic topics discussed 
are the position of the older worker in the labour market, trade-union policy with 
respect to the older worker, retirement-age policy and social provision for the 
aged.) 


Koxkatis (A.). Introduction to the Total Theory of Labor. 
Concord, New Hampshire, 1950. 93”. Pp. 232. $5.00. 
(To be reviewed.] 


LEARNED (E. P.), Utrgicn (D. N.) and Booz (D. R.). Executive 
Action. Boston: Harvard Business School, 1951. 8”. Pp. xiii + 
218. $3.25. 

[To be reviewed.] 


Lincotn (E. E.). (Translated by). Du Pont de Nemours on the 
Dangers of Inflation, 1790. Foreword by Pierre Samuel Du Pont, IT. 
Boston : Harvard University Press, 1950. 104”. Pp. 58. 

[This sumptuously produced edition of a speech delivered before the National 
Assembly of France in September 1790 provides an interesting comparison with 
the English debates of twenty years later. At the time when the speech was 
delivered the assignat inflation was as yet scarcely under way, and it would appear 
that, in advance of the event, there was more awareness among public men in 
France than in England of the consequences of excessive note-issue.] 


Lipset (S. M.). Agrarian Socialism. The Codperative Common- 
wealth Federation in Saskatchewan—A Study in Political Sociology. 
Los Angeles: University of California Press (London: Cambridge 
University Press), 1950. 8”. Pp. xvii+ 315. 37s. 6d. 


[To be reviewed.] 


Marsu (D. B.). World Trade and Investment. The Economics of 
Interdependence. New York: MHarcourt Brace, 1951. 9”. Pp. 
xxii+ 594. $6.75. 

[To be reviewed.] 


MencerR (C.). Principles of Economics (Translated by James 


Dingwall and Bert F. Hoselitz with an introduction by Frank H. 
a Glencoe, Illinois: The Free Press, 1950. 83. Pp. 328. 
.00. 


[To be reviewed.] 
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MILBANK MEMoRIAL FunD. Modernization Programs in Relation 
to Human Resources and Population Problems (Papers presented at 
a Round Table at the 1949 Annual Conference of the Milbank Memorial 
Fund, November 16-17, 1949). New York : Milbank Memorial Fund, 
1950. 9”. Pp. 153. 50 cents. 


[The ten papers which comprise this volume are devoted mainly to the 
relation of modernisation projects to population problems in under-developed 
countries. Three of the contributors discuss the evolution of Japan as a case-study 
in the utilisation of human resources in the course of economic development.] 


PaTTERSON (G.). Survey of United States International Finance, 
1949. Princeton: University Press (London: Geoffrey Cumberlege), 
1950. 9”. Pp. x + 222. Ills. 6d. 


[To be reviewed.] 


SHIsTeR (J.) (Ed.). Readings in Labor Economies and Industrial 
Relations. Philadelphia: Lippincott, 1951. 9”. Pp. x-+ 661. 
$4.75. 

(This imposing volume contains in its more than 600 closely printed double- 
column pages the substance of nearly a hundred articles from journals and 
chapters from books on labour economics. A fair amount of this great wealth 
of well-chosen material relates to conditions in the United States, but a large part 
of it is of more general application. Many teachers of economics whose special 
interests lie in other fields will be grateful to Professor Shister for having gone 
some way to meet the often felt difficulty of finding conveniently accessible 
reading to recommend to students on thissubject. The extracts given do not, how- 
ever, include (except incidentally) any statistical treatment of wage-differentials 
between different occupations, industries and localities, or of the movement of 
real and money wages over time, which normally bulk large in courses on labour 
in British universities, the emphasis being almost entirely on theory and on the 
description and interpretation of institutions.] 


Vance (L. L.). Scientific Method for Auditing. Applications of 
Statistical Sampling Theory to Auditing Procedure. Berkeley and 
Los Angeles: University of California Press (London: Cambridge 
University Press), 1951. 94”. Pp. xii+ 108. 19s. 

[The purpose of this work is to show how the correct application of statistical 
theory can reduce, though it cannot eliminate, the need for subjective judgments 
on the part of the auditor when a sample check is sufficient, as is usually the 
case, and a complete survey is not necessary or practicable. Special attention 
is paid to inventory auditing.] 


Watp (A.). Statistical Decision Functions. New York: John 
Wiley (London : Chapman and Hall), 1950. 9”. Pp.ix + 179. 40s. 


[To be reviewed.] 


Watticu (H. C.). Monetary Problems of an Export Economy— 
The Cuban Experience, 1914-1947. Cambridge, Mass.: Harvard 
University Press (London: Geoffrey Cumberlege), 1950. 84”. Pp. 
xiv + 357. 32s. 6d. 


[To be reviewed.] 


Indian 


Att-Inp1a ConGress ComMITTEE. Chief Ministers Speak (being 
Résumés of the Activities of the Governments, Central and States, 
during the three years, 1947-1950). New Delhi: All-India Congress 
Committee, 1950. 84”. Pp. viii+ 241. Rs. 2-8-0. 

[An account of developments at the Centre and in the former Provinces 
roy” of States which have had Congress governments during the years 
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Att-InpIa ConeGREsSS CoMMITTEE. Constitution of the Indian 
National Congress (As adopted at the Bombay meeting of the All- 
India Congress Committee, April, 1948, and further amended by the 
plenary session of the Congress held at Jaipur, December, 1948). 84". 
Pp. 24. As. 4. 

[The new Constitution amended and adopted in 1948.] 


Att-Inp1a Coneress CommiTTgEE. Third Year of Freedom, 
August, 1949-August, 1950. New Delhi, 1950. 94”. Pp. xvi+ 
xlii-+ 141. Rs. 3. 

[An account, written for the Indian National Congress Committee, of the 

rogress made in the various fields of government activity since independence. 

The report, though naturally coloured by satisfaction with the achievements of 
Congress governments, does not burke the “ almost unprecedented difficulties ” 
of the period under review, particularly in the sphere of international relations 
both with Pakistan and as a result of the Korean conflict. Chapters describe the 
progress and plans for education, agriculture, public health, local government, 
transport, industrial development, labour problems, land reforms, defence, and 
for dealing with the refugee problem. A separate chapter deals with the activities 
of the Planning Commission. The most acute problems of famine lie outside 
the period covered. It is difficult not to read the optimistic hopes for food 
drives and self-sufficiency against the sad story of shortage and to reflect how 
permanently India remains at the mercy of the uncertainties of rainfall and 
crops. } 


CHANDRASEKHAR (S.). India’s Population—Fact and Policy. 
Chidambaram : Annamalai University, Indian Institute for Population 
Studies, 1950. 93”. Pp. 170. Rs. 7s. 

[This is the second, revised, edition of a book that was first published in 1946. 
The author is Professor of Economics and Director of the Indian Institute 
for Population Studies in Annamalai University. He here provides a very 
interesting summary of what is undoubtedly the central economic problem of 
India to-day. He pleads both for more active study and for a more effective 
government policy. But it is clear that better statistics and better analysis of 
the existing statistics have an important part to play. The crude data show a 
rapidly falling death-rate and a fairly rapidly falling infant mortality rate out- 
stripping in their effects a more slowly falling birth-rate. Is it possible to 
analyse and predict the possible effects of improving standards of life? Indian 
poverty may continue to present insoluble problems to her own politicians and 
to the world, if India cannot turn the corner where rising standards appear to 
lead to slower increase. ] 


ConDLIFFE (J. B.). Technological Progress and Economic De- 
velopment (Three Lectures delivered at the Delhi School of Economics 
in December, 1950). Delhi: Ranjit, 1951. 7”. Pp. 62. 3s. 6d. 


{In these lectures Professor Condliffe discusses problems of world develop- 
ment with special reference to the part to be played by United States technical 
assistance and finance.] 


ConcrEss AGRARIAN REFoRMS CoMMITTEE oF INDIA. Report. 
ag Delhi: All-India Congress Committee, 1950. 10”. Pp. xli + 206. 
b B. 


(The Agrarian Reforms Committee of the Congress Party has provided a 
thorough and detailed study of the state of Indian agriculture. 'They recommend 
prohibition of all sub-letting of land as a first step towards “the elimination of 
all intermediaries between the State and the tiller.” The Zamindari Abolitions 
Bills are one stage, but even with the abolition of Zamindari there would remain 
considerable non-cultivating interests in land. In this transitional stage they 
propose that tillers who are not owners should, after a period, acquire certain 
defined rights of occupancy. There should be minimum standards of tillage 
Tequired to establish occupancy. On the crucial problem of size of holdings, 
the Committee is persuaded that there are so many below the minimum economic 
size that the problem cannot be solved at one blow. They propose, however, 

















478 THE ECONOMIC JOURNAL [JUNE 





to set a ceiling on holdings of three times the minimum economic holding. They 
recommend a restricted form of family holdings between the basic size at which 
the holding becomes wholly uneconomic and the ceiling size. They recommend 
co-operative joint farming for all holdings smaller than this basic size. They 
have important and interesting proposals to make regarding rights in land, 
agricultural indebtedness, agricultural prices and many other thorny problems 
familiar to all students of Indian economics.] 


Menta (J. K.) and Acarwata (S. N.). Public Finance, Theory 
and Practice. Allahabad: Kitab Mahal, 1949. 84”. Pp. xiii + 704. 


[The first 200 pages of this book contain a conventional treatment of the 
‘old ”’ Public Finance, being largely based on the standard works of Bastable, 
Seligman, Dalton and Pigou and dealing in turn with Public Expenditure, Public 
Revenue and Public Debt. The remainder of the work is divided between a 
historical survey of the development of the financial system of both the Central 
and Provincial Indian Governments and a detailed account of the various taxes 
levied by the different authorities to-day. It cannot be said that the book 
fulfils the somewhat unguarded promise in the preface to be “ comprehensive 
in scope, exhaustive in detail and yet compact in matter and style ”’ if for no 
other reason than the complete and total omission of any discussicn of the relation 
between the fiscal policy of Governments and the level and distribution of the 
National Income. Apparently there are still economists slumbering peacefully 
through the rumbles of the Keynesian Revolution! The description of the 

resent Indian financial system may, however, be found useful by specialists 
interested in that field.] 


RaskumaR (N. V.). Development of the Congress Constitution. 
New Delhi: All-India Congress Committee, 1949. 84”. Pp. vi + 147. 
Rs. 2-14-0. 

[An account of the changes in the constitution of the Indian Congress during 
the sixty-four years from 1885 to 1949.] 


RESERVE Bank oF Inp14. Statistical Statements Relating to the 
Co-operative Movement in India for the year 1948-49. Bombay: 
Reserve Bank of India, 1950. 13”. Pp. iv+ 20. Rs. 2. 

[Between 1948 and 1949 there was considerable advance, whether measured 
by er | ae of co-operative societies, their membership or their working 
capital. 


Sayana (V. V.). Readings in Rural Problems (Foreword by 
Professor A. Ashby). Delhi: 8S. Chand, 1950. 7”. Pp. vii + 184. 
Rs. 5. 

[Dr. Sayana, who is Lecturer in Agricultural Economics in the University 
of Bombay, has written a useful and well-informed account of the agricultural 
problems of India. After a short account of the methods of research in this 
field, he begins—as is proper—with a chapter that will remind his readers of 
the population problems of India and of the problems of shifting redundant 
population out of agriculture into other activities. He goes on to deal with 
taxation of land and income; with the better use, through colonisation, of 
cultivable waste-lands; with land values; with the mechanisation of agriculture; 
with minimum-wage legislation and its effects; with the determination of agri- 
cultural wages and collective bargaining; with agricultural marketing; with 
the effects of inflation on agriculture; with forest policies. In a last chapter 
he surveys the food and agricultural policies of India. After reviewing the 
difficulties of self-sufficiency and the disappointments of the ‘‘ grow more food e 
campaign, his conclusion is that the achievements have not been impressive. 
As he sees it, the problem is two-fold : to increase total production and to mould 
the character of production, distribution and consumption in line with the 
Central Government’s food policy. The technical discoveries of the last few 
decades have not been absorbed yet into Indian practice. There is great possi- 
bility of improvement. But a general raising of food standards depends on the 
general economic progress of India and not merely on developments inside the 
field of agriculture itself.] 
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Sovani (N. V.). Planning of Post-War Economic Development in 
India. Poona: Gokhale Institute of Politics and Economics (in co- 
operation with the International Secretariat, Institute of Pacific 
Relations), 1951. 84”. Pp. xi+ 106. Rs. 3-8-0 or 5s. 

[Mr. Sovani’s very interesting small book was originally written as a paper for 
the Conference of the Institute of Pacific Relations which studied the problems 
of South-East Asia. It is printed in its original form, but certain newer material 
is added as an Appendix. In the absence of any recent official statements, 
it is not easy for anyone not close to affairs to know whether Mr. Sovani’s account 
may be regarded as complete and authoritative. If it is so, then the techniques 
of economic planning in India would appear still to be in a rudimentary pipe- 
dream stage. That is to say planning is chiefly regarded as being the setting 
out of a number of desiderata, which may or may not be reasonably capable of 
achievement. There would appear to be little or no attempt to relate the stated 
desiderata to the probably available resources, and to adjust policies until objectives 
and possibilities are in some kind of balance. Whether the pipe-dream phase can 
properly be regarded as planning is a matter of doubt.] 


Vaxit (C. N.). Economic Consequences of Divided India. Bom- 
bay: Vora, 1950. 10’. Pp. xvi+ 556. Rs. 21. 


[To be reviewed.] 


French 


BetTreLHErm (C.) and Frere (D.). Une Ville Frangaise Moyenne- 
Auxerre en 1950—Etude de structure sociale et urbaine. Paris : 
Librairie Armand Colin, 1950. 94”. Pp. xiv-+ 270. 500/fr. 

[This remarkable collection of valuable and less valuable information about an 
“average ’’ French provincial town is in parts quite fascinating. The authors 
wisely restrict themselves to collating facts, tempering them with very few 
generalisations. They use published data and the answers to an enormous 
questionnaire of 139 questions. It is interesting to learn that in a provincial 
town which might have been regarded as the archetype of the static, there is a 
very considerable inflow and outflow of population. As the authors comment, 
the town is like the regiment. The personnel changes, but the corporate life 
absorbs the new-comers and retains its identity.] 


Instrrut NATIONAL DE LA STATISTIQUE ET DES EtrupEs Evcono- 
miguEs. L’Egypte (Mémento Economique). Paris: Presses Uni- 
versitaires de France, 1950. 94”. Pp. 208. 700 fr. 

[To be reviewed.] 


JEANNENEY (J. M.) and Cotiarp (C. A.). Economie et Droit de 
L'Electricité. Paris: Editions Domat-Montchrestien (pour 1’Uni- 
versité de Grenoble), 1950. 104”. Pp. 276. 

[In this book technica! factors and details of production and consumption 
of electricity in France and elsewhere are discussed. The behaviour of costs in 
electricity ques and problems of price are considered. In the second part 
of the book, legislative aspects are described. The appendix includes the text 
of the Act nationalising the French electricity and gas industries in 1946.) 


LaJuaiE (J.). L’industrie et le marché britanniques du charbon 
depuis 1939. Paris: Presses Universitaires de France (pour |’Institut 
National de la Statistique et des Etudes Economiques), 1950. 9}”. 
Pp. 148. 300 frs. 

_ [This is a concise summary of the major legal, technical and economic events 
in the British coal industry during the past decade. The first sections of the book 
will provide French readers with a useful if somewhat dramatic description 
of the industry, while the conclusions and suggestions deal with the long-term 
problems of reorganisation. M. Lajugie believes that the success of the policies 
which he has in mind (e.g., increased mechanisation, rationalisation of production) 
depends ultimately on European economic integration.] 
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LAUFENBURGER (H.). Finances Comparées (Etats-Unis, France, 
Grande-Bretagne, U.R.S.8.). 2nd revised edition. Paris: Recueil 
Sirey, 1950. 9”. Pp. x + 350. 

{An extensive comparison of budgetary policies and techniques in four 
countries. Theoretical and institutional problems of public finance are considered. 
M. Laufenburger discusses the forms which the budget takes (and which it should 
take) and its place in the economic system as a whole. It is happily necessary 
to correct an error and assure the author that Sir John Anderson, the distinguished 
former Chancellor of the Exchequer, is still alive.] 


Macaup (C.). L’Equilibre Economique & travers la pensée 
moderne. Paris: Société d’Edition d’Enseignement Supérieur, 1950. 
Pp. 199. 

[The author rightly points out that emotional reactions provoked by the 
study of economic systems no longer play the part they used to in theoretical 
discussion. However, the view that there is a kind of inherent conflict between 
static and dynamics and between micro-economics and macro-economics is more 
questionable. However, as the author conducts an historical examination 
of general equilibrium theory from the Classical period onwards, he is probably 
justified in giving prominence to his viewpoint, for there is no question about the 
fact that the conflict did seem to be a real one in the contentious days of the 
*thirties. The writer stops short his survey with the Keynesian static equilibrium 
analysis. A consideration of more recent attempts to combine macrodynamics 
with the earlier theory of a progressive equilibrium might have led him to modify 
his conclusion that equilibrium analysis is a technique to be used to examine 
economic relationships and does not aiford an explanation of the evolution of 
economic systems. |] 


Belgian 


JacQuEMYNS (G.) and Others. Opinions des Belges. (Brussels: 
Institut Universitaire d’Information Sociale et Economique, 1950. 


Pp. 45.) 

(This is a summary of the results of various social surveys held in Belgium 
concerning such subjects as the revision of the liquor laws, childrens’ homework, 
the cost of living and the economic recovery of Germany. Apart from the 
statistical data, which are carefully tabulated and explained, fascinating selec- 
tions of individual replies to the questionnaires are appended which should 
interest the sociologist.) 


Taymans (A.). L’Homme Agent du Développement Economique. 
Louvain: Institut de Recherches Economiques et Sociales de 1’Uni- 
versité de Louvain, 1951. 93”. Pp. xv + 326. 


[To be reviewed.] 


German 


Arnim (W. van). Strukturwandlungen und Nachkriegsprobleme 
der Wirtschaft Dinemarks. Kieler Studien, No.9. Kiel, 1950. Pp. 
65 and five graphs. DM. 3.50. 


[One of the research reports of the Kiel Institut fiir Weltwirtschaft. This 
book deals with the changes in the structure of the Danish economy since 1880, 
and the present economic plans and balance-of-payments difficulties. Numerous 
tables and a statistical appendix contain useful Danish figures (up to 1949).] 


Boutza (H.). Grundriss einer Systematischen Wirtschaftslehre 
(Band 1.) Stuttgart und Kéln: W. Kohlhammer, 1947. Pp. 320. 


[This is the first volume of a treatise on economics which was first published 
in 1941. In accordance with his view that economics is concerned with the 
methods and not the aims of economic policy, the author has adopted a mathe- 
matical approach. The first chapter is devoted to the presentation of mathe- 
matical techniques used in the analysis of economic trends. The second familiarises 
the student with the application of the system of double-entry book-keeping to 
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economic problems. In these two chapters the examples are not always well 
chosen, and it is not until the third chapter that the economist will recognise 
some of the familiar problems of barter and exchange. Even then he may 
doubt whether the techniques themselves do not tend to overshadow the problems 
they are designed to solve. In the final chapter the author uses both algebra 
and geometry to explain temporal changes in bank credit. It would be unfair 
to charge the author with overdoing the mathematical treatment, for in the 
isolated problems he treats he generally offers an alternative diagrammatic 
treatment; it may be also that in the second volume the interrelations between 
economic units both in the individual markets and the economy as a whole 
will not be subordinated to the explanation and elaboration of techniques. 
Some of the references suggest that the author has had to rely on memory both 
in regard to book titles and chapter headings. Finally, whatever may have 
been said about presentation does not apply to style. The latter is both lucid 
and clear.]} 


BouzA (H.). Grundsatzliches zur Staatlichen Finanz- und 
Steuerpolitik. Stuttgart und K6ln: W. Kohlhammer, 1950. Pp. 45. 
8”. 


[This is a condensed version of part of the author’s Grundriss einer syste- 
matischen Wirtschaftslehre, which is noted above.] 


Bonner (J.). Strukturwandlungen und Nachkriegsprobleme der 
Wirtschaft Osterreichs. Kieler Studien, No.13. Kiel, 1950. Pp. 64. 
D.M. 3.00. 


{Research Report of the Institut fiir Weltwirtschaft. The author concludes 
that Austria’s future viability will depend largely on closer economic integration 
with the neighbouring countries, and on an increase in Austrian productivity.] 


GreRLorr (W.) and Neumark (F.). Handbuch der Finanzwissen- 
schaft. Tiibingen: J.C. B. Mohr, 1950. 11”. Pp. 79. 


[This publication is the first instalment of the second, completely revised, 
edition of the Handbook of Public Finance, which had become very well known 
before the war. The second edition will appear in twenty to twenty-five instal- 
ments such as this first one. The whole edition is to be completed by 1953. 
Each instalment will cost DM. 4.80, but the price of the final edition, if bought 
as a whole, is left open at this date. The Handbook is to appear in four main 
volumes of which the first deals with theory, history and administration; the 
second with public revenue, the third with the budgetary and financial institu- 
tions of the more important countries individually and the fourth with problems 
of international finance. It is intended to incorporate in the second edition the 
recent advances in research and theoretical knowledge. The first volume will 
include a history of English public finance from the beginning of the nineteenth 
century to the present day by Mrs. Hicks. The first instalment now available 
contains an introductory article on the foundations of public finance by Pro- 
fessor Gerloff which is mainly of a classificatory character, and the beginnings 
of a contribution on public finance and sociology by Professor Sultan.] 


Hernie (K.). Das Budget. Tiibingen: J. C. B. Mohr (Paul Sie- 
beck), 1950. 4th and 5th Instalments. 11”. Pp. 1-320. DM. 8.00 
each. 

{This represents the fourth and fifth instalments of the comprehensive work 
on budgets by Professor Heinig of Stockholm. The present instalments repre- 
sent the beginning of the second volume of this work and deal with the problem 
of the annual budget (giving a comprehensive picture of the discussion on annual 

nce vs. long-term balance) and also with the problem of budget forecasting 
and budget approval.] 


Hornscnu (H. E.). Die Entwicklung des Finanzausgleichs im 
Deutschen Reich und in Preussen von 1919 bis 1944. Kieler Studien, 
No.3. Pp. 198. DM. 1200. 

[Research report of the Institut fiir Weltwirtschaft. A detailed description of 
fiscal relations between the Central and biggest Land Government in Germany. 
The author also draws conclusions from his study for policies in the new Federal 
Republic of (Western) Germany.] 
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Institut FUR WELTWIRTSCHAFT AN DER UNIVERSITAT KIEL. Die 
Weltwirtschaft ende 1950. Kiel: Institut fiir Weltwirtschaft, 1950. 
113”. Pp. 90. DM. 5. 

[To be reviewed.] 


MAcKENROTH (G.). Methodenlehre der Statistik. Gdttingen: 
Vandenhoeck & Ruprecht, 1949. 93”. Pp. 210. Paper 13 DM. 
Bound 15 DM. 


[This German text-book of statistics is designed primarily for students of the 
social sciences, and attempts to cover much the same ground as Professor R. G. D. 
Allen’s Statistics for Economists. It deals mainly with the tabulation and re- 
—— of data, the calculation of the elementary measures of central 
ocation and dispersion and the decomposition of time series. It also attempts 
to give an introduction to the simplest ideas of sampling. The book is at its 
best in the opening chapters, which deal with tabulation and allied matters, and 
in its computational instructions, which are concise and clearly set out. In 
other parts it is less satisfactory. Frequently no reasons are given for using 
certain procedures. Thus the standard deviation is produced out of a hat and 
the student is not told why he should prefer the labour of calculating the square 
root of the mean square deviation rather than combine the deviations in some 
simpler fashion. The standard deviation of the binomial distribution is intro- 
duced, and a few sketchy remarks are made about the tendency of this distribution 
towards normality, though the difference between the continuous normal and 
the discontinuous binomial distribution is not made very clear. (Incidentally, 
American statisticians will be surprised to hear that they continue to use the 
** probable error ”’ in their statistical work.) The notion of the sampling distribu- 
tion of a parameter is not explained, nor is the distinction between sample and 
population very explicit. The treatment of correlation is also unsatisfactory : 
only the product-moment coefficient is discussed, and no attempt is made to 
explain its meaning or to warn the reader against its limitations. Regression is 
given only a very brief mention in the section dealing with the problem of fitting 
a trend to a time series. It may be argued that such topics are out of place in an 
elementary text-book which should concentrate on presenting the tools that are 
actually used in statistical calculations. But the arithmetical methods used in 
these calculations are so simple that they can be acquired in very little time by 
schoolboys, and such calculations are in fact performed by relatively untrained 
computers. The task of the statistician, or of the economist who uses statistical 
methods, is to decide what measures are appropriate to the problem in hand, 
and, where his data have been collected by sample, to devise hypotheses and test 
them. To do this properly requires an understanding of the logical basis of 
statistical methods, and in this task the book will be of little help.] 


PavuusENn (A.). Neue Wirtschaftslehre. Berlin and Frankfurt: 
Verlag fiir Rechtswissenschaft vormals Franz Vahlen, 1950. 8}". 
Pp. viii + 262. DM. 12. 


[At present a sterile controversy rages in Germany over the “‘ General Theory ” 
which has not passed the “‘ savings and investment” stage. It is encouraging 
to find that there is at least one writer who is thoroughly familiar with the post- 
1936 literature on dynamic economics and who is prepared to expound the 
various models of Anglo-Saxon writers for German students without having to 
take sides. Dr. Paulsen has fairly ransacked the Keynesian literature of the 
last decade. He can be forgiven a few rather naive statements about the 
** Weltanschauung ”’ of British economists and also his difficulty in discriminati 
between original thinkers and expositors. Anyone who has any experience 0 
the difficulties facing a German economist in the task of finding out what has 
been written abroad since 1939 and before will know the extent of Dr. Paulsen’s 
achievement. The British reader will find some useful reference to German 
economists who had similar ideas to Keynes in the 1930s such as Féhl, Lauten- 
bach and Hans Peter.] 


PreirFer (G.). Strukturwandlungen und Nachkriegsprobleme der 
Wirtschaft der Niederlande. Kiel: Instituts fiir Weltwirtschaft an 
der Universitat Kiel, 1950. 8”. Pp. vii+ 87. DM. 4.50. 


[To be reviewed.] 
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Pret, (ELIzaBETH). Grossstadtforschung (Fragestellungen, Ver- 
fahrensweisen und Ergebnisse einer Wissenschaft, die dem Neubau von 
Stadt und Land von Nutzen sein kénnte). Bremen: Walter Dorn, 
1950. 94”. Pp. 272. DM. 8. 


[To be reviewed.]} 


Voret (F.). Der volkswirtschaftliche Sparprozess. Berlin : 
Duncker and Humblot, 1950. Pp. viii + 512. DM. 27. 


[To be reviewed.] 


WanvDER (HinpE). Die Pedeutung der Auswanderung fiir die 
Lésung Europiischer Fliichtlings- und Bevolkerungsprobleme. Kieler 
Studien No. 15. Forschungsberichte des Instituts fiir Weltwirtschaft 
an der Universitat Kiel. Kiel, 1951. 8}”. Pp. 81. DM. 5. 

[This book might be regarded as a continuation of the earlier population 
studies of the author published shortly after the Second World War. Dr. Wander 
performs a most useful service in collating all the data available on the population 
structure, past, present and future, of Western Europe. For that alone the 
monograph is worth studying. So far as the main problem of the work is con- 
cerned, how far emigration would solve the West European population problem, 
the author draws the familiar but nevertheless important conclusion that only 
if sufficient numbers from older age-groups were allowed entry into countries in 
the Western Hemisphere and the British Commonwealth would emigration be 
an effective solution.] 


WanverR (Hitpg). Strukturwandlungen und Nachkriegsprobleme 
der Wirtschaft Islands. Kieler Studien, No. 10. Kiel, 1950. Pp. 41. 
DM. 2. 


[Research Report of the Institut fir Weltwirtschaft. An analysis of post-war 
economic difficulties and plans in Iceland, with a statistical appendix.]} 


Die Weltwirtschaft Mitte 1950. By the staff of the Institute fir 
Weltwirtschaft, Kiel University. Kiel, 1950. Pp. 91. 


[This publication consists of fifty-one pages of text and forty pages of statis- 
tical tables. It presents a useful conspectus, but without analysis, of the world 
economic situation in the middle of 1950. The report is mainly confined to 
Western countries and overseas parts of the sterling area. Eastern Europe and 
Eastern Asia are not included. The survey brings out clearly two facts: (a) that 
the American recovery was not directly related to the Korean war but started 
well before it, and (b) that the inflationary tendencies released by the Korean 
war have to some extent made the economic trends in the various Western 
countries more similar to each other than they had been before.) 


Swiss 


Ervavni (L.). Greatness and Decline of Planned Economy in the 
Hellenistic World. Berne: A. Francke, 1950. 93”. Pp. 48. S.fr. 
4.80. 

[This is an extended review by Prof. Einaudi of Rostovtzeff’s Social and 
Economic History of the Hellenistic World, which was published in 1941. The 
“ greatness and decline ’’ referred to in the title has particular reference to the story 
of the Egyptian economy under the Ptolemies, to which Prof. Einaudi devotes 
especial attention.] 

Marsacu (F.). Zur Frage Der Wirtschaftlichen Staatsintervention. 
Berne: A. Francke, 1951. 8”. Pp. 254. S.fr. 9.50. 


[To be reviewed.] 


Senetet (J. J.). Die Preispolitik der Schweiz wahrend des ersten 
Weltkrieges (Historischsystematische Untersuchung unter Heran- 
ziehung von Vergleichsmaterial des zweiten Weltkrieges). Berne: A. 
Francke, 1950. 9”. Pp. 298. S.fr. 18. 

[To be reviewed.]} 
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Uutricn (P.). Der Standort der schweizerischen Industrie (unter 
besonderer Beriicksichtigung von Sinn und Méglichkeit einer schweizer- 
ischen Standortspolitik). Berne: A. Francke, 1951. 9”. Pp. vii + 
158. S.fr. 16. 


[To be reviewed.] 


Wacemann (E.). Narrenspiegel der Statistik. Die Umrisse 
eines statistischen Weltbildes. Berne: A. Francke, 1950. 9”. Pp. 
252. 


[To be reviewed.] 


Wooe (H.). The Tableau Economique of Frangois Quesnay (An 
Essay in the Explanation of its Mechanism and a Critical Review of 
the Interpretations of Marx, Bilimovic and Oncken). Berne: A. 
Francke, 1950. 9”. Pp. 100. S.fr. 15. 

[To. be reviewed.] 


Swedish 


Hecxscuer (E. F.). Survey of Sweden’s Economic Evolution 
(from Economic Conditions and Banking Problems—a series of 
lectures delivered at the third International Banking Summer School, 
Stockholm, 1950). Stockholm, 1950. 84”. Pp. 44-58. 


{In this lecture the great historian gives us fascinating glimpses into a wide 
variety of topics in Swedish economic history. We learn of the copper coinage 
imposed by Guneres Adolphus in order to raise the world price of the produce 
of the nation’s copper mines; for a century Sweden used a monetary system 
in which the coin of commonest denomination weighed 8 Ib. We learn of the 
competition between Swedish and Norwegian timber, and of the decisive effect 
on each of the Old Colonial System in tn agp In closing his survey, Professor 
Heckscher writes: ‘“‘ So far, comparatively speaking, Providence has been kind 
to Swedish economic life; and we may be allowed to hope for the same with 
regard to its future.’’] 


Kaetas (A.). Human Rights and Genocide in the Baltic States. 
A Statement submitted to the Delegations to the United Nations 
General Assembly, September, 1950. Stockholm: Estonian Infor- 
mation Centre, 1950. 93”. Pp. iii + 57. 3s. 


(This indictment of the policies adopted by the Soviet authorities in the 
Balkan States has been prepared by Mr. Aleksander Keelas and others on behalf 
of the Estonian Information Centre. It recites article by article the provisions 
of the United Nations’ ‘ Universal Declaration of Human Rights ”’ which, on 
the basis of the evidence presented, the Soviet Union is considered to have 
infringed.] 


Danish 


Festskrift til Jorgen Pedersen. Universitetsforlaget i Aarhus, 
1951. Pp. 194. 


[This is a collection of papers by colleagues and former students of Prof. 
Pedersen issued on the occasion of his sixtieth birthday. As is usual in such 
books, the quality of the contributions varies considerably. It is ‘impossible 
in a brief note to mention them all, but the paper by Dr. Geiting on measures to 
effect the balance of payments and Arne Lund’s statistical investigation ‘‘ Spon- 
taneous and Autonomous Wage increases ” may be named as being particularly 
interesting. Al! the essays are in Danish except for ‘“‘ Geldtheorie und 
Betriebswirtschaftslehre,”” by Professor Schneider, and ‘“‘ The Notion of Price 
Homogeneity,” by Prof. Haavelmo.] 
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Czechoslovakian 


Harrison (S.). Recruitment for Mining in Czechoslovakia (The 
story of the Lany Campaign). Prague: Orbis, 1951. 8”. Pp. 44. 


[An account of the methods and successes of the campaign carried out in 
Czechoslovakia in 1949 and 1950 to increase recruitment for the coal-mining 
industry. Special importance is attached to the new apprenticeship system.] 


Japanese 


JAPAN CoaL Mintne FepERaTion. Coal Labor Year Book, 1950. 
(In Japanese.) 8”. Pp. ii + 310. 

[A mimeographed table of contents in English is included, but the text and 
table-headings are in Japanese only.] 


Official 


RBriTisH 

Coal (History of the Second World War—United Kingdom Civil 
Series). By W. H. B. Court. London: H.M. Stationery Office and 
Longmans, 1951. 94”. Pp. xii + 422. 2ls. 


[To be reviewed.] 


CoLontaL Economic RESEARCH COMMITTEE. Appointments in 
His Majesty’s Colonial Service. London: H.M. Stationery Office. 
1950. 93”. Pp. 125. 2s. 

[This pamphlet describes the duties, emoluments and conditions of employ- 
ment, attaching to the different types of employment in the Colonial Service.] 


Industrial Development in the British Territories of the Caribbean. 
Report prepared by the British member of the Industrial Survey Panel 
appointed by the Caribbean Commission. 3 vols. London: Colonial 
Office, 1950. 13”. Pp. 194, 264, and 198. 

[This is a careful compilation and assessment of the material available on 
industrial conditions and prospects in the West Indies as they appeared early 
in 1948. The author examines a mass of published and unpublished data and 
illustrates his opinions and conclusions in considerable detail and with a wealth 
of tabular material. There is no index, but an exhaustive analytical table of 
contents is a sufficient substitute. The report, which was prepazed in a remark- 
ably short space of time, constitutes a valuable work of reference on economic 
conditions in the West Indian colonies, and it is a great pity that it was noi 
published immediately. It was completed in June 1948, and the material was 
collected, largely in the West Indies, in the period October 1947 to March 1948 
when war-time distortions were st‘!l important factors in the economies con- 
cerned. In its present bulky anc' inconvenient format (three mimeographed 
volumes plus seventeen pages of errata and corrigenda) it has been circulated 
to a number of libraries and institutions, but in view of its practical usefulness 
for economists, business-men and others interested in West Indian economic 
conditions, it deserves a speedier and wider circulation.] 


THE PARLIAMENTARY AND SCIENTIFIC COMMITTEE. Productivity 
(Summary of a Discussion at a Meeting of the Committee at the House 
of Commons). London, 1950. 8”. Pp. 24. Is. 3d. . 

[At the meeting whose proceedings are here summarised, addresses were given 
by Sir Geoffrey Heyworth, Sir Thomas Hutton, Mr. Lincoln Evans and Sir Charles 
Colston. Some interesting points are raised, but a number of the remarks made 
suggest that economists have still much to do in clarifying what exactly is the 
meaning and importance of the productivity concept.] 
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The Queensland Year Book, 1949. No 10. Brisbane: Govern. 
ment Statistician’s Office, 1950. 83”. Pp. xi+ 405. Cloth, 3s.; 
paper, 2s. 

[The statistics provided refer for the most part to the financial year 1947-48 
or the calendar year 1948. A good deal of descriptive and historical matter is, 
as usual, included as well.] 


INDIAN 


GOVERNMENT OF INDIA DIRECTORATE OF INDUSTRIAL STATISTICs. 
Second Census of Manufactures, India, 1947. Vol. I and II. Delhi: 
Government of India, Ministry of Industry and Supply, 1949. 94’. 
Pp. viii + 762. 33s. 6d. (each). 

[The publication of the results of this Second Census of Manufacturing In- 
dustries has been seriously delayed, both by the defects of many returns and 
by the political disturbances before and after partition. The Cen..1s covered 
only twenty-nine out of sixty-three groups into which industries have been 
classified. The excluded industries are in some cases of importance. Thus 
a variety of building materials, sawmilling, furniture and woodworking 
generally, printing, clothing, textile finishing, railway workshops are all excluded. 
But the Censors are to be congratulated on their heroic progress towards the 
improvement of Indian statistics in this very important respect. What is moge 
important, experience is showing what questions are and are not reasonably likely 
to evoke usable answers, and forms are being adjusted accordingly.] 


IsRAELI 


Statistical Abstract of Israel, 1949-50. Jerusalem: Central 
Bureau of Statistics, 1950. 94”. Pp. xi+ 111. 500 prutoth. 

[The first statistical abstract of Israel to be published covers the period from 
the creation of the state of Israel up to the first quarter of 1950; occasional 
comparisons are made with figures for Palestine in earlier years. Text and 
table-headings are in English and in Hebrew. The arrangement and coverage 
are broadly similar to those of the Annual Abstract: .f our own Central Statistical 
Office, with much attention naturally devoted to population and migration statistics. 
It is explained in the Preface that time has not sufficed to permit as full a collec- 
tion of material as is desired, particularly in the field of economic statistics; but 
the amount of data made available here already makes an impressive testimony 
to the skill and assiduity of the Israeli statisticians.] 


ITALIAN 


IstiruTO CENTRALE DI SraTisTica. Compendio Statistico della 
Regione Siciliana, 1950. Rome: Istituto Centrale di Statistica, 1950. 
8)”. Pp.x+ 148. 5001. 

is is the first issue of an annual statistical digest for Sicily, comparable 
to that which recently appeared for Italy. It includes a wide range of statistical 
data, covering area, climate, population, education, justice, agriculture, forestry, 
fishing, industry, transport, trade, banking, prices, labour, social insurance and 
public finances.] 


PoLisH 

CuieFr STATISTICAL OFFICE OF THE REPUBLIC OF PoLAND. The 
National Income of Poland, 1947. Warsaw: Chief Statistical Office 
of the Republic of Poland, 1949. 12”. Pp. 37. 


[To be reviewed.] 


INTERNATIONAL 

InTERNATIONAL LaBour Orrice. Labour Problems in Turkey. 
Geneva and London: International Labour Office, 1950. 94”. Pp. 
vi + 282. 10s. 64. 


[In September 1948 the Turkish Minister of Labour requested that the I.L.0. 
undertake a study of the work of his Ministry. This report is the result of 
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researches carried out in 1949 by an I.L.O. delegation appointed in response to 
this request. Its concern is mainly with the legislation in respect of employ- 
ment conditions, industrial relations and social security in force in Turkey at 
that time, and with its administration. More general matters relating to labour 
problems in Turkey are also briefly touched upon.] 


INTERNATIONAL LaBour OrricE. Methods of Labou: Productivity 
Statistics. Geneva: International Labour Office, 1951. 93”. Pp. 
iv+ 136. 4s. 6d. 

[To be reviewed.] 


INTERNATIONAL Monetary Funp. Annual Report of the Execu- 
tive Directors for the Fiscal Year ended April 30, 1950. Washington: 
International Monetary Fund, 1950. 9”. Pp. xi + 160. 

[This report contains, in addition to an account of the Fund’s transactions 
in the course of the year, a discussion of the reasons for which the Fund con- 
sidered it inexpedient to change its gold policy in the direction either of per- 
mitting an increase in the proportion of newly mined gold that might be sold 
for premium prices or of raising the official world price. An account is also given 
of the course and background of the devaluations of September 1949, and of 
their effects on prices and trade, as far as these could be perceived in the period 
under review.] 


THE ORGANISATION FOR EUROPEAN ECONOMIC CoO-CPERATION. Two 
Years of Economic Co-operation. Paris, 1950. 9”. Pp. 46. 


[A popular account of the work of O.E.E.C. from the Paris Conference of 
1947 down to mid-1950. It describes the organisation, methods of work «xd 
achievements of the O.E.E.C. and argues that it provides a new constructive 
element in the life of Western Europe.] 


UnitepD Nations Atomic ENERGy Commission. An International 
Bibliography on Atomic Energy, Vol. I. Political, Economic and 
Social Aspects. Supplement No. 1. New York: United Nations 


(London: H.M. Stationery Office), 1950. 11”. Pp. v + 22. Ils. 9d. 


[This is a supplemeni to the previously published International Bibliography 
on Atomic Energy, Volume I, Political, Economic and Social Aspects. It covers 
publications in the English and Russian languages from March 1949 to the 
beginning of July 1950.) 


UnitED Nations. PERMANENT CENTRAL Opium Bosarp. Report 
to the Economic and Social Council on Statistics of Narcotics for 1949 
and the Work of the Board in 1950. Geneva: United Nations, 1950. 
12)”. Pp. 62. 60 cents. 


[In addition to the usual statistical and other material, this year’s report 
contains passages on the use of diacetylmorphine and on synthetic drugs.] 








ee 


of 








